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ENERGY ECONOMICS BRAZIL 


MINISTER CESAR CALS DISCUSSES ENERGY PLANS, PROBLEMS 
Brasilia CORREIO BRAZILIENSE in Poctuguese 8 Nov 81 p 8 


[Interview with Cesar Cals, minister of mines and energy, by the JORNAL DO COMERCIO; 
date and place not specified] 


[Text] Although the government itself has admitted that the demand 
for electricity will not increase as rapidly over the next 20 years 
as it has over the past 10--at annual rates exceeding 10 percent-- 
the timetable for the nuclear program will not be revised. 


The above information, which at first glance indicates real foolish- 
ness on the government's part, was obtained by the JORNAL DO COMERCIO 
in an exclusive interview with Cesar Cals, minister of mines and 
energy. Closemouthed, the minister stood firm on the question of 

the timetable, reaffirming that the eight power plants will be in 
operation between 1995 and the year 2000. And he indicated the 
reason backing up the government's position: "If I say that this 
program is aimed at mastering the technology, then only technology 
can modify its pace." 


Cals was vague, however, as to the reason for so much effort just 
to absorb the technology, since he denied any suggestion that the 
nuclear program has other purposes that are not purely peaceful. 
Speaking, as always, in the third person Singular--"minister refers 
to the minister as an aloof person"--he emphasized that the govern- 
ment has no ulterior motives with nuclear technology, such as as- 
suming a hegemonic position in Latin America. In the minister's 
opinion, nuclear and coal technology will be widely used in Brazil 
after the year 2000. 


He admitted that by the end of the 20th century, Brazil may have 
more nuclear power plants under construction than the nine now 
scheduled (one bought from the United States and eight from the 
agreement with the FRG). At least two would be in Ceara, his 
home state, where by 1995 he intends to build a complex for ex- 
porting enriched uranium. 














Saying that those outside the sphere of government are not compe- 
tent to judge, Cals described as "pessimists" the scientists who 
are expressing doubt that the jet nozzle enrichment process will 
ever pan out on an industrial scale. According to him, the tech- 
nicilans at NUCLEBRAS [Brazilian Nuclear Corporations] and those 
from the National Energy Commission all “say that it will work, 
and there is no reason to doubt it." 


The minister does not agree that Brazil is taking a chance by 
building the eight power plants before the process has been proven, 
since that would make the country dependent on imports of fuel for 
the power ir“ustry, which until now has been self-sufficient. But 
he does not rule out the possibility that Brazil will buy enriched 
uranium abroad if it becomes necessary. 


Concerning the energy model prepared by his ministry, Cals under- 
scored his conviction that by 1985 the country will be importing 
only 500,000 barrels of petroleum daily. Referring to the skep- 
tics, he asks that they check out all the goals and timetables es- 
tablished in his ministry. 


He agreed, however, that the goal of producing 120,000 equivalent 
barrels of petroleum in 1985 from charcoal will have to be revised, 
Since the funds for that program have not yet been found. Cals 
Says he sees no difficulties in heading a ministry made up of of- 
ficials who are constant "minister material"--that is, the chair- 
men of the state-owned firms: Eliezer Batista, Shigeaki Ueki, 

Paulo Nogueira Batista, Costa Cavalcanti, and so on. Trained as 

an engineer himself, he recalls that there is a big advantage when 
a minister is a technician as well as a politician. Cals smilingly 
let slip his optimism concerning his candidacy for governor of Ceara: 
"Only if President Figueiredo leaves...." 


Below is the exclusive interview granted by Minister Cesar Cals to 
the JORNAL DO COMERCTIO. 


[Question] Is Brazil experiencing an energy crisis or a crisis in its balance of 
payments? 


[Answer] When we first set up President Joao Figueiredo's administration, we had a 
Crisis that I would call a petroleum crisis, since we were producing 164,000 barrels 
daily and importing 960,000, and our consumption had been growing by an average of 

7 percent annually for the preceding 10 years. Since production was falling and 
consumption was rising, there was a trend toward increasing our petroleum imports 
and thus leading the country into a crisis in the trade balance. President Joao 
Figueiredo then ordered his minister of mines and energy to draw up a new model 
aimed at reducing our dependence on foreign oil. To do that, we had to give thought 
to three things that had to be done: first, increase Brazilian production, which was 
Geclining, and that included increasing the reserves; second, take steps to reduce 
the growth of consumption, which was rising at a rate intolerable for the country; 
and third, induce the Brazilian people to prefer domestic fuels over imported petro- 
leum. So it was a petroleum crisis that was leading to a crisis in the trade balance. 














(Question! What is the specific role of the Ministry of Mines and Energy in prepar- 
ing the energy policy, since the Planning Secretariat, the National Energy Commission, 
and other ministries are also involved? 


[Answer] Our ministry is responsible for the production of fuels and their process- 
ing and distribution. Transportation is the responsibility of the Ministry of Trans~ 
portation and Public Works, and consumption in the industrial area is primarily the 
responsibility of the Ministry of Industry and Commerce (MIC). On the other hand, 
priority was being given to alcohol as a substitute for gasoline under the plan for 
substituting other fuels for petroleum, and since alcohol was already an MIC program, 
being a derivative of the sugar program, alcohol production was also made the respon- 
Sibility of the MIC. 


[Question] Isn't there some distortion with so many agencies being involved? 


[Answer] No. At the moment I can make the following breakdown: the production of 

mineral fuels is assigned to our ministry; the production of fuels from plants is 

the responsibility of the Ministry of Agriculture, although production in the case 

‘f alcohol is assigned to the MIC, since it has traditionally been the responsibility 
“ that ministry; and the processing and distribution of all fuels comes under the 
.-istry of Mines and Energy, as does electric power. The result is that many minis- 

tries are involved, and the National Energy Commission coordinates the work of all 

those ministries. 


Overall policy is set by the government, and the commission coordinates activities 
concerned with liquid fuels and those aimed at reducing our dependence on foreign oil. 
The reason is that when the National Energy Commission was established, its specific 
job was to coordinate the replacement of petroleum products. For example, it has 
nothing to do with the nuclear program or the electric power program--Plan 2000 does 
not go to the commission. As for SEPLAN [Planning Secretariat], it is naturally re- 
sponsible for national planning. Energy planning is a part of national planning, 

and since there was a need for harmonization among all those programs and the funds 
for the energy mobilization programs, a SEPLAN energy commission was set up. 


[Question] In the mineral area, it seemed at the beginning that the MME [Ministry 

of Mines and Energy] would be responsible for setting up the Carajas Iron Program 
and the Greater Carajas Program as well. But today we see several ministries selling 
Carajas. 


[Answer] The Carajas Iron Ore Project was a natural project for the MME, but the 
Greater Carajas Project is a mining-industrial and agricultural project. Thus we 
see that there are three ministries: the MME for mining, the MIC for the industrial 
portion, and the Ministry of Agriculture for the agricultural portion. The Greater 
Carajas Project was therefore never the sole responsibility of the MME. In that 
project, our ministry is concerned primarily with fuel and mineral inputs. All the 
industrial processing programs are analyzed by the MIC's departments, and the Min- 
istry of Transportation and Public Works looks after the ports, railways, and so on. 
Coordination at the ministerial level, when several ministries are involved, has re- 
mained with the Planning Secretariat, but since Carajas also involves exports, the 
Ministry of Finance is concerned as well, as is the Central Bank itself. 








[Question] One of the most frequent criticisms of the MME's energy model is that it 
is aimed solely at supply and has no major concern with altering the structure of de- 
mand in this country. Do you agree? 


[Answer] In my opinion, that criticism comes from people who are not familiar with 
the model, because if we have succeeded in reducing demand--that is, the rising con- 
sumption of petroleum products, which used to be 7 percent annually--to 0 percent, 
that represents a very major and energetic influence on demand, and this year we are 
showing negative growth. I feel that our influence on demand has been much more 
rapid than it has on substitution or on the supply side. 


[Question] But did that reduction in petroleum consumption come about through the 
MME's action or because of the recession? 


[Answer] No. The reduction in consumption was brought about by the MME, because 
when we reached 0 percent last year, the Brazilian economy had grown by 8.5 percent, 
SO it was not because of recession. It was because of all the activity aimed at re- 
ducing gasoline consumption, the activity in connection with diesel oil involving 
highway inspections--it was because of the supervision of industry, when we looked 
for waste and for ways of reducing it. A time limit was set for reducing that waste 
by improving energy efficiency in each firm, and a time limit was set for making sub- 
stitutions when other fuels were available, and that included the multinationals. 


[Question] How about the coal and charcoal programs? Are there misgivings about 
those programs? 


[Answer] The energy model is flexible, and so it is updated from year to year. It 
is now in its second version, and later we will begin working on the third version. 
Since the model has such a diversity of sources, we knew from the start that not all 
of them would be able to perform equally--at the same speed. So there are some that 
are moving ahead faster and others that are slowing down, depending on circumstances. 
But look. The important thing as far as the general public is concerned is that the 
final goals should be achieved. That is the important thing, not the individual 
stones in the mosaic. The coal program got off to a slow start due to a lack of 
projects. In 1979, the reason was a lack of projects, not a lack of funds. The 
reason was that coal mining activity had been viewed much more from the standpoint 
of its social value as an employer of manpower, but then the approach changed--it 
came to be looxed at from the economic standpoint--and we did not have any projects 
ready. So while coal slipped a little in the goals, hydroelectric power accelerated, 
as did energy conservation. So the goals are still valid--that is, by 1985 we will 
be importing 500,000 barrels of petroleum daily. That is the thing that is important-- 
the model has a final goal, which is that of reducing petroleum imports. The rest is 
a compromise between sources. 





[Question] And how is the charcoal program progressing at the moment? 


[Answer] I feel that your question is justified. I must admit that the charcoal 
program is one that has been tied very closely to the reforestation project, and 
since the tax incentives for that purpose are only now being shifted to energy forests 
(since President Figueiredo decided that 30 percent of the incentives in the Northeast 
would go to that type of forest in 1980, followed by 40 percent in 1981 and 50 percent 




















from 1982 on), it is only now that we are shifting funds, because the incentives be- 
fore this were concentrated heavily on Steelmaking, charcoal for pig iron and indus- 
trial wood, cellulose, and so on. Those commitments had already been made. Charcoal 
has really lagged behind, and we believe that those incentives are not sufficient for 
the program we want to carry out. Another source of funds is needed, and the Minis- 
try of Agriculture is already looking into a number of alternatives. 


[Question] Will the goal of producing 120 equivalent barrels of petroleum in 1985 be 
revised? 


[Answer] Like all the others, that goal is revised annually. I feel that it will be 
changed, considering that we have not yet found the funds we need. 


[Question] The price of international petroleum is to be frozen at $34 until the end 
of 1982. How will that benefit Brazil? 


[Answer] At their last meeting in Geneva, Saudi Arabia and a few OPEC countries 
reached the conclusion that they must unify the petroleum price and freeze it until 
1982. It is obvious that the market also played a part in that decision. The fact 
is that we are currently in a buyer's market. There is an oversupply of oil in the 
world because, as a result of the Iran-Iraq war and since the 1979 crisis, all the 
countries that buy petroleum have stepped up their programs for prospecting, energy 
conservation, and substitution. The result is an oversupply, and the consequence of 
that is a natural stabilization of prices. The important thing in their decision is 
the unified price, but the price freeze was brought about by the market. Our inten- 
tion is that by the end of 1982, we will be importing 600,000 barrels of petroleum 
daily. 


[Question] Will the current imports of 750,000 barrels daily be reduced this year? 


[Answer] We are thinking of reducing them to 700,000. Considering that the cost of 
importing 750,000 barrels comes to $10 billion, the reduction to 600,000 will mean a 
Savings of about $1 billion in foreign exchange next year. We must reach the end of 
1982 with a maximum petroleum account of $9 billion and daily consumption of around 
900,000 barrels. So in 1982 we will already be within 20 percent of our goal for 
1985. We have already achieved 80 percent. 


[Question] The ministry intends to increase the nation’s current production of 
240,000 barrels daily to 280,000. Is that possible? 


[Answer] Yes. We have the Campos basin in Espirito Santo, and we have Rio Grande 
do Norte and Ceara. Let us not be pessimistic. Check with me in January. 


[Question] But according to PFTROBRAS [Brazilian Petroleum Corporation], domestic 
production will not reach 280,000 barrels this year. 


[Answer] Check with me in January. On other occasions, other people have doubted 
my goals: they doubted that imports would drop to 750,000 barrels per day, they 
doubted that domestic production would reach 240,000 barrels, and so on. I am con- 
vinced that we will close the year at 280,000 barrels--as a peak, not the average. 

















[Question] Isn't it very difficult to get along in tiie same ministry with such self- 
sufficient officials as, for example, Paulo Nogueira Batista, chairman of NUCLEBRAS, 

Eliezer Batista, chairman of the Rio Doce Valley Company, or Shigeaki Ueki, chairman 

of PETROBRAS, who frequently doubt the ministry's goals? 


[Answer] I feel that they all have a lot of good will. They are all very competent 
in their specific sectors. But the ministry takes the overall view--it looks at the 
political aspect--and so I feel that there is some advantage to having a minister who 
is both a technician and a politician. 


[Question] How are things progressing with the negotiations to form a crinational 
petroleum enterprise consisting of Brazil, Mexico, and Venezuela? 


[Answer] The advantages are very great. It was a great decision by Presidents 
Figueiredo, H-rrera Campins, and Lopez-Portillo. The advantages are economic, to be- 
gin with. We believe that Third World countries naturally prefer to deal with state- 
owned enterprises, and when three state-owned enterprises with technology in the areas 
of petroleum prospecting, production, and industrial exploitation join together to 
provide services, they will certainly find a natural preference on the part of Latin 
American countries and, in the future, the Third World. There is a whole market for 
services that will be generated for our technicians and an equipment market as well-- 
in short, it will be quite an important market. On the other hand, our idea is that 
that enterprise, or transnational partnership, should keep its distance from the 
multinational firms, because it also wants to train personnel from the countries in 
which it will operate. That is a political stand of the greatest importance, because 
we are contributing to the development of the Third World through technology transfer. 
So this is a very important political advantage, and of course, it also includes the 
economic and political aspect of looking for petroleum reserves here in the region 

in an effort to make the region less dependent on petroleum from outside Latin America. 


[Question] Would that enterprise be able to operate in Brazil? 


[Answer] It is aimed chiefly at third countries. Brazil is ruled out, since this in- 
volves the exporting of services, and here we have PETROBRAS. Another important 
feature of this undertaking is that Brazil is going into partnership--with closer 
ties--with Latin America's two chief petroleum producers. It seems to be a partner- 
ship that in the medium term will insure a little more stability in the supplies pro- 
vided to our country by those two countries. 


[Question] Does Brazil have a petroleum surplus? 
[Answer] No. It is maintaining only its normal stocks. 
[Duestion] For how many months? 


(Answer! For the normal number. The figure is no secret, but I am asking you to 
respect my decision not to mention it. I did not want to state the figure for the 
following reason. There are many ways of reporting the inventory. One concerns the 
stocks on shore, another covers those in transit, and another includes those being 
unloaded. So the figures are never very precise, and the result is that there may 
seem to be contradictions or bad faith. It makes no sense to spread panic in Brazil. 











We have adequate stocks. And the important thing is that we are secure from that 
standpoint. 


[Question] Has the MME already received Plan 2000 being drawn up by ELETROBRAS [Bra- 
zilian Electric Power Companies, Inc]? ° 


[Answer] We had a meeting with ELETROBRAS after I returned from abroad. The main 
decisions have already been made. But ELETROBRAS has asked for a little time in 
which to reanalyze the market--not the supply, but the market. The reason is that 
since the market had declined very sharply in the Southeast Region, it was necessary 
to see how much surplus power existed. So they asked me to give them time to reana- 
lyze the market. 


[Question] Does the government admit that the reasons for signing the nuclear agree- 
ment with Germany in 1975 are no longer the same as the reasons and justifications 
existing today? It was said back then that our hydroelectric potential would be ex- 
hausted in the 1990's. 


[Answer] I believe the reasons are the same--national sovereignty in the area of 
energy and the mastery of technology, which is the main reason. It is obvious that 
the theory of an exhaustion of hydroelectric potential can be stated in many ways. 
One of them concerns a market hypothesis that proved false, while another involves 

a comparison of economic costs. Lastly, there are various approaches that place the 
Brazilian nuclear program within the hydroelectric program. But the main reason is 
that we want to master the technology. 


[Question] Isn't there any military strategic reason? 
[Answer] None. Only for peaceful purposes. 


[Question] In addition to mastery of the technology, wouldn't another purpose be to 
try to achieve sovereignty over that technology in terms of Latin America, since 
Argentina is ahead of us in that area? 


[Answer] No. The agreement is resolutely for peaceful purposes. 


[Question] Most of the developed countries adopt nuclear technology for electricity 
generation only after other cheaper sources have been exhausted. Why is Brazil doing 
the opposite? 


[Answer] It is not doing the opposite. Hydroelectricity is the priority. The only 
thing is that we know that in the year 2000, the bulk of the plants will be nuclear 

or coal-fired. So we are preparing to produce equipment in Brazil--to produce the 
nuclear fuel cycle in Brazil--because we feel that whoever possesses energy today 

has great strength in the world. You can have money and still not buy energy because 
of problems with an embargo on petroleum or difficulties in obtaining enriched uranium. 
So we will have to master the technology for our fuels. We have had 25 years of hydro- 
electricity, so if I am convinced and the government is convinced that in the year 
2000 the bulk will be nuclear and coal-fired, we have these 20 years in which to 
master the technology. In other words, to design, build, and operate plants, pro- 
duce equipment, and produce the fuel cycle. 














[Question] What is the schedule for completion of the eight nuclear power plants 
provided for in the agreement with Germany? 


[Answer] We hope that they will all be operating between 1995 and the year 2000. 


[Question] With the acceptance of Plan 2000 and the analysis of future consumption 
prospects, would it not be advisable to slow down work to place those eight plants 
in operation? You yourself said earlier that any program must be reevaluated peri- 
odically. 


[Answer] But a reevaluation of this program has nothing to do with the demand for 
electricity. If it were reevaluated, it would be because of failure to absorb the 
technology. Look at it this way. If I say that this program is aimed at mastery 
of the technology, then technology is the only thing that can modify the pace. If 
it were aimed basically at supplying the market for electricity, then there would 
indeed be reason to reevaluate it now. We want to go through with it because we 
need the technology. 


[Question] But some scientists say that two or perhaps three plants would be enough 
for absorbing the technology. 


swer] No factory or equipment manufacturer--and I am issuing a challenge--and no 
businessman will make an investment in his plant to produce equipment in Brazil for 
three plants. I doubt it. If you find one, bring him here to my desk. 


[Question] So what is the necessary number? 


[Answer] It is a modular program, and we consider that the eight plants are neces- 
sary to continue getting the factories ready so that we can then sharply increase 
the number of nuclear power plants beginning in the year 2000. 


[Question] A study made by an engineer estimates that if Brazil's GDP increased by 

5 percent annually over the next 20 years, we would need an installed capacity on 

the order of 100,000 megawatts in the year 2000 and that, as a consequence, the hydro- 
electric potential will be sufficient at least until the year 2025. 


[Answer] What country has ever exploited more than 70 percent of its hydroelectric 
potential? Ask that of an economist. Unless I am poorly informed, no country has 
ever managed to exploit more than 70 percent of its potential. 


11798 
cso: 3001/31 














COUNTRY SECTION ARGENTINA 


AGRICULTURE MINISTER EXPRESSES INTEREST IN INDUSTRIAL GROWTH 
Buenos Aires LA NACION in Spanish 20 Nov 81 p 3 


[Text] Rome, 19 Nov (AFP)--"I think that the results of this FAO conference 
are going to be very constructive," the Argentine agriculture minister stated, 
“because this organization's responsibility is reaching its high point." 

Jorge Aguado justified his assertion by adding that "the world has now become 
aware that food is one of mankind's basic priorities." 


"The FAO's working committees are at work right now, and I think that as of 
Monday, when the members of the council are elected and after the reports from 
the committees, the conference will obviously enter its final stage and 

issue the appropriate documents," he said. 


Referring to the problem of secure world food supplies, he contended that 
they "are going to be achieved if production rises." 


"The world," he went on to say, "still has a great deal of capacity to boost 
production. I would say that mankind's main asset is the resource called 
Earth and that despite his technology, man has not yet demonstrated the 
ability to tap its full potential for production." 


"Therefore," he asserted, "I basically think that as many resources es _ 
possible should be earmarked to boost production and so that most countries 
can be largely self-sufficient in foodstuffs." 


"We feel," he added, "that to the extent that they have the financial and 
storage capacity, the producing countries could establish some grains reserves, 
which in any case are a safeguard in stabilizing the prices of farm output." 


"We feel that to the extent that this is possible, countries can have reserves 
within their own borders. Argentina sells practically all of its output every 
year; Argentina exports everything that it produces, without limitations of 
any kind, and it has also shown that in practice it is the only country in the 
world that has not utilized food as an ideological weapon." 


Argentina, Aguado said, "does not want to be a food exporting country. Our aim 
is to be a country with integrated agricultural development and with our own 
industrial development. And we want to do so under competitive conditions, 
without protectionism." 
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COUNTRY SECTION ARGENTINA 


CENTRAL BANK PRESIDENT COMMENTS ON REFINANCE BOND MEASURE 


Buenos Aires CLARIN in Spanish 11 Nov 81 p 12 


[Interview with Egidio Iannella, president of the Central Bank, on 10 November 
1981; place not given] 


[Text] "The refinancing bond is the most controversial, 

the most difficult and the most important law in recent 
times," Central Bank President Egidio Iannella told CLARIN 
yesterday. At age 60, Iannella has been involved in banking 
for 42 years. He has been with the Central Bank since 1939, 
when he began working there as a stenographer-typist. 


The following is his interview with CLARIN: 


[Question] Some people are saying that last Monday's move will bring inflation; 
others say that it was too late in coming, and there are still others who 

argue that without follow-up measures it will be of little consequence. 

What do you think? 


[Answer] That all three are right. First of all, we will be injecting 220 
billion pesos a month into the system; this is whet the Central Bank will pay 
the institutions to refund business debts, and the sole recompense will be 

the general welfare. These funds will not come from an increase in taxes; 
they will enlarge the deficit and fuel inflation. The problem involves the 
degree of inflation, and we have to ask ourselves what the cost would be if 
the country ignored its indebtedness problems. With regard to its lateness, 
that's right. It is, however, a far-reaching move that will require 
responsibility and consultation with all sectors involved. It is also true 
that it is not enough by itself. This move alone will not get the economy 
moving again or resurrect a business that is in bad shape. It is a government 
measure and as such it requires other government measures to produce widespread 
effects. 


Interest Rates 


[Question] Is the bond restrictive? 
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[Answer] I think it was not a happy turn of phrase to say that the bond is 
tax-restrictive. Its conditions are realistic: Most businesses must meet 
their tax and social security obligations just as private individuals do. 

It is even less restrictive because it empowers the Central Bank to consider 
special cases in the ;'anned Arbitration Commission or through other special 
procedures that we will be implementing, easy terms of payments, for example. 


[Question] But if interest rates do not drop, what effect will the bond have? 


[Answer] Interest rates will drop. This is a Central Bank goal; otherwise, 
there will be no economic upturn. In an open market the rate is regulated 

with Treasury Bills. That is what we are doing, but we do not want thundering 
falls because the existing system lends itself to a dangerous rebound in 
interest rates, as has happened in the past. And if the debt refunding is 
handled well, the debtors will have greater maneuvering room to reach agree- 
ment on the interest rate for their loans. So then, money managers and lending 
officers will have to again show their skills at the bargaining table. People 
Say that the banks are going to mark up their new loans to compensate for the 
interest rate of the refinancing. I don't think so. In an decontrolled system 
a firm can then choose to do business with another bank. 


[Question] Why didn't the refinancing include mortgage loans or personal 
loans? 


[Answer] Because these are different situations that require their own 
particular measures. This is a serious social problem, and we are looking 
into it. 


Indexing 


[Question] Are you saying that due thought will be given to financial 
indexing? What will happen with Circular 1050? 


[Answer] Indexing is employed to pay back to a bank what it pays out to savers. 
The root of the problem is to choose between a floating rate or a fixed rate. 
I, like others, am in favor of the latter. But this means that first of all 
we have to alter the inflation context. Another problem arises when a jump 

in relative prices adversely affects wages or a given activity. This happens 
with any index that reflects a tattered economy. The Mortgage Bank has begun 
to come up with answers for the problems of individual borrowers. The Central 
Bank is also getting ready to. This issue has been knocked around a great 
deal. I prefer to see what happens first. 


[Question] There are those who assert that Circular A-65 will heighten the 
problem of the high cost of borrowing and the rise of 1050... 


[Answer] The institutions with problems have at the Central Bank the 
rediscounts they need so that they do not have to borrow at high rates. But 
credit between financial institutions is not supposed to be a loan portfolio. 
A person who places his funds in call money does not want to be a banker. 
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Some 8 percent of total funds are handled as call money, but in some 
institutions up to 40 percent of lendable funds are call money, and at some 
point you have to tell them to straighten things out. We have been tossing this 
about for 5 months. 


Mergers 


[Question] What will you do to cut the cost of bank middleman operations, 
which make borrowing more expensive? 


[Answer] The banks have already begun to gage their costs. Their loan 
markups are smaller than a few months ago, and if they are larger in some 
cases, it is because the institution or borrower risk has increased. The 
bond will also have an effect in this regard, and the reform of the Financial 
Institutions Act will revamp the market. We want a more open market without 
30-day operations. We are also taking a look at how to prevent public 
enterprises from continually taking part in competitive bidding for funds, 
which makes borrowing more expensive for the private sector. We are trying 
to get bank groups to finance a business's overall needs in one stroke, as 
is done elsewhere. We cannot have financial institutions in Argentina that 
have 70 percent of their loans concentrated in the State while there is no 
money for private business. 


[Question] Are you in favor of abolishing the contribution to bank social 
services to cut credit costs? 


[Answer] Not at all. I have lived off my salary all my life and I know that 
the contribution is of little consequence to the banker employer but of major 
consequence to the employee because it is his health that is involved. Lower 
credit costs will not come from this. They will come from a more efficient 
financial system. 
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COUNTRY SECTION ARGENTINA 


TURNOVER TO PRIVATE SECTOR OPPOSED 
Buenos Aires CLARIN in Spanish 11 Nov 81 p 16 


[Text] "We should resort to private capital as an investment and efficiency 
aid," said Communications Undersecretary Gen Eduardo Corrado in rejecting the 
bid to privatize the National Telecommunications Enterprise (ENTEL). 


The undersecretary urged that we "not waste more time trying to turn public 
enterprises over to private hands," indicating that "a whole sphere of 
economic and industrial activity in our country has taken shape around 
ENTEL." 


"It is the only industrial activity that is doing its work, because the sector 
plan has not come to a halt," Corrado explained in his comments to a monthly 
journal. He also disclosed that the firms Ericsson, Standard Electric, Siemens 
and Pecom Nec "are prepared to collaborate in a peripheral, gradual 
privatization program but would never be willing to assume operational 
responsibility." 


With regard to the possibility of privatizing the telecommunications company, 

he remarked that this "would not solve the problem of telephone installation 

in Argentina," adding that political, union and economic problems have adversely 
affected the public sector and led to a "poor telephone system." 


After indicating that the State "likes" to have public enterprises because 
“these enterprises have at times gotten every government out of a hole," he 
pointed out that "in spite of the politically set rates throughout its history, 
the telephone company has been a good business." He commented in this regard 
that "it is suited to private enterprise, but the problem is to come up with 
enough capital to take over, not pay off, take over what currently exists 
without payment obligations." 


"The problem," he said, "is to take over the enterprise, because from here on 
it will have to invest some $1 billion a year, and the enterprise itself will 
have to generate that $1 billion. So then, whoever takes it over knows that 
the investments will hinge on the funds that the enterprise actually has, and 
those funds are going to depend exclusively on its rates," he stated. 


In Corrado's view, American Telephone and Telegraph is the company that "is 
in the best position to take over the telephone system in Argentina." 
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"Let's not waste any more time trying to turn public enterprises over to 
private hands," he suggested. We made the mistake back in 1974," he noted. 
One of the basic reasons why the country is in the shape it is has to do with 
the disproportionate responsibilities that the State has assumed, Corrado 
cautioned. 
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COUNTRY SECTION ARGENTINA 


ROLE OF EXPORTER MUST BE EXPANDED, SAYS TRADE MINISTER 
Buenos Aires CONVICCION in Spanish 15 Nov bi ; 14 


[Text] Trade and Maritime Interests Minister Carlos Garcia Martinez stated 
here that “Argentina must become a major export power." 


He made this remark to some 200 businessmen at the closing session of the 
foreign trade seminar organized by the Commodity Exchange of Mar del Plata and 
sponsored by the Trade and Maritime Interests Ministry. 


Addressing the session before him were the undersecretary of state for 
foreign trade and regional integration, a branch of the Trade and Maritime 
Interests Ministry, Jorge Caminotti; the director of the Argentine Chamber of 
Commerce, Herberto Karpgus, and the head of the Mar del Plata Commodity 
Exchange, Norberto Pezatti. 


Garcia Martinez first off listed the great values "that Argentina mst firmly 
cling to if it wants to safeguard its greatness, sovereignty, prosperity, 
freedom and justice in a turbulent and dangerous world." 


He pointed out the three major objectives of Argentina's transformation into 
an export power. He asserted that "all of them are directly or indirectly 
linked to the great values I have mentioned." These objectives are: large- 
scale industrialization, national integration and the development of talent 
in Argentina. 


He went on to say that "these three goals are firmly linked to Argentina's 
future and are themselves closely interrelated. The most sweeping and 
revolutionary way to promote these three goals is to transform Argentina into 
a major export power." 


Garcia Martinez then examined these relationships, asserting that the only 
way to close the enormous gap between the population and the size of the 
market that a technological revolution requires is to have access to world 
markets, which is impossible unless the country gradually adapts its 

domestic organizational structures to the great goal of being a worldwide 
force. "Exports generate markets; this stimulates industrialization, which 
in turn promotes population growth. Thus, we have this cumulative cyclical 
process that is always behind the major creative transformations of history." 
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He then urged "closing the immense g ip between the development of national 
talents and existing job opportunities. This an urgent need for our nation, 
and large-scale exports can play a preponderant role in this, not only because 
of the direct impact of more jobs from increased exports, but also in terms 

of the indirect effects, since this extraordinary transformation of our 
domestic production system will generate an enormous number of jobs, which 
contributes to efficiency and high profits." 


He also asserted that “we cannot become a major exporting country by purely 
artificial means. The country's production structures must undergo an in-depth 
transformation so that our entire domestic system is gradually brought into 
line with making exports an especially significant element in national 
development." 


Towards the end of his address, Minister Garcia Martinez outlined the basic 
points that "must be accomp'‘ished to achieve the great national goal of 
transforming Argentina into a major export power." 


These basic points are: 


Economic discipline, which always, but especially under the present circum- 
stances, means controlling the demon of heightened inflationary expectations; 


Clear-cut, stable and, therefore, reliable ground rules; 
Reestablishing the preeminence of profit as the reward of risk capital; 


Tre~sforming the State into the creator and promoter of and guide for major 
strategies of action, as well as the emergence of businessmen who are aware 

of the major goals of the policies that are decided on and who are prepared to 
achieve these goals in a competitive framework while pursuing their own 
interests; 


A wideranging process of transforming, overhauling and modernizing industrial, 
marketing and service structures. 


Statements 


Dr Carlos Garcia Martinez stated that "an economic program is much broader 
than an export promotion plan." 


This was his reply to the newsmen who approached him at the close of the 
foreign trade seminar in Mar del Plata. 


He explained with regard to the same topic that "in compliance with my 
obligations as minister of trade and maritime interests and in compliance with 
instructions from the Military Junta and the nation's president, I have 
drafted an export promotion plan, which is not an economic program." 
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He rejected the word "speculation" when asked about the exchange rate. He 
contended that "if you have a floating market, a financial market can simply 
have fluctuations that are out of step with the commercial market, but on 
the commercial market, which iswhat I am talking about, the exchange rate is 
realistic andis constantly being adjusted to prevent overvaluations." 
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COUNTRY SECTION ARGENTINA 


PRESS ITEMS REFLECT REACTION TO EEC POLICIES 
EEC Protectionism Scored 


Buenos Aires LA NACION in Spanish 12 Nov 81 p 2 


[Text] Rome, 1] Nov (ANSA)--The Argentine Government is very concerned about 
the EEC's agricultural policy, because it feels that the EEC's dumping 

tactics are "irrational" and seriously "detrimental,'"' Argentine Undersecretary 
of Agriculture Victor Hugo Santirso told the 21st General Conference of the 
FAO. 


"We are extremely concerned," he asserted, "about the restrictions and 
obstacles that seem to be spreading in agricultural trade among nations, 
mainly the agricultural policies that the European Common Market is pursuing 
through subsidies that lead to large-scale unprofitable production, from the 
standpoint of costs, and that represent a waste of energy that cannot be 
recovered. We think that they are irrational, and they cause us very serious 
harm. The fact is that the dumping of product surpluses by the European 
Common Market is seriously distorting import markets and crowding out 
economically viable producers such as Argentina," 


"These practices," he asserted, "constitute one of the most negative 
manifestations of the economic policy of the developed countries, which by 
means of protectionist barriers and subsidies, keep domestic prices high, on 
the one hand, while exporting at depressed prices, on the other, which 
adversely affects the exports of developing countries and alters their terms 
of trade. Argentina rejects these discriminatory practices because we feel 
that they are at odds with a more just economic order." 


Gains 


After announcing that his government supports the FAO's work schedule and the 
proposed budget for 1982/83, Santirso spoke of the gains that Argentina has 
made in agriculture. 


"My country has achieved successive record harvests over the past 6 years," he 
asserted. "These successes are linked to a series of policies, some of 

which have required a lengthy lead time while others had more immediate 
effects, to bolster the expectations of growers and induce them to work harder 
and with more advanced techniques. 
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"During the 1980-81 farm year, Argentina's grain narvests hit the overall 
figure of 3. million tons, compared to less than 31 million in the preceding 
year,” he explained. 


"Gaged differently," he added, "we have produced 1.3 metric tons per inhabitant, 
As we can see, this is a considerable amount, and it has enabled us to 
generously meet domestic consumption needs and has yielded even greater 
surpluses than the year before for export. Also, our country has been able 

to donate food to needy peoples." 


Technologies and Percentages 


"These ongoing and systematic gains in recent times have been due mainly to 
a striking increase in the advanced technologies incorporated into farm 
production. Thanks to them, the total volume of domestic crop and livestock 
output, which had been increasing at just 1.4 percent a year over the past 50 
years, began growing at 3 percent a year over the past 5 years. Argentina 
has thus resumed the farm production growth pace that made it famous before 
the world trade crisis in the 1930's. 


"I would cite as the groundwork for this sharp rise in surface area productivity 
the policies of support for agricultural research and extension work, which 
received a major push in Argentina as of 1958, with the creation of the INTA 
(National Institute of Agricultural and Livestock Technology) and the 

allocation of major complementary funds to universities and other study centers 
to conduct scientific and technological research for the same purposes. 


"These gains," he asserted, "are among the most rapid in the world in recent 
years. In the 10 years between 1968/69 and 1977/78, the rise in the per 
hectare production of wheat in Argentina was 47.5 percent. 


"In the case of corn," he added, "productivity rose 133 percent in Argentina. 
The jump was even more spectacular for sorghum, 132 percent, as against some 4 per- 
cent [sic]. The increase for soybeans was also significant, 111 percent." 


Pricing Policy 


"We think that the major changes introduced in 1976 in the farm sector's 

pricing and incomes policies were of decisive importance in bringing about 

this period of real innovations in farm production,” he asserted. After almost 
five decades of keeping the relative prices of farm products low for political 
reasons, the government evinced a determined intention to improve these 

ratios. Within the framework of the country's general economic policies, we 
have persisted in this course, with some ups and downs. When the new government 
took over in March 1981, some new strides were made in exchange rate policy, 
which benefited the rural sector by providing incentives for more extensive 
plantings and additional technological investments. 


"I am pleased to point out," he emphasized, "that 95 percent of Argentina's 
producers own the lands they farm. We are concerned, however, that in a 
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country like Argentina, which has a generous endowment of farmlands and 
grasslands, the average size of farms is rapidly shrinking and that a good 
many of them are now too small," 


CARBAP Calls for Protests 
Buenos Aires LA NACION in Spanish 19 Nov 81 p 20 


[Text] CARBAP [Confederation of Buenos Aires and the Pampa Rural Associations] 
"feels that the appropriate Argentine authorities have a duty to lodge protests 
without delay with the authorities of the EEC and of the governments that 
belong to it, under existing international instruments, over the damage caused 
our country by the EEC's policies." According to CARBAP, these policies have 
resulted in a striking decline in our regular sales of meat to third countries 
that used to be traditional purchasers. 


To this end, CARBAP sent a note to Mr Jorge Aguado, minister of agriculture and 
livestock, inwhich it outlines the grounds for the confederation's request for 
urgent action in this regard. 


CARBAP reaffirms the need to guarantee overseas markets for Argentine meat, 
"inasmuch as the fact that cattle stocks have declined does not alter the 
fundamental premise of serving the national interest." On the contrary, it 
stresses that the country should again pursue a policy to reverse tne effects 
of the decline in the cattle stock. 


Urgent Steps 


It then lists the steps that the appropriate authorities must urgently take. 
They include citing the dates and amounts of EEC meat shipments to Israel, 
Egypt, Greece and other countries at subsidized prices, and the publicizing 
worldwide of the protests that Argentina's representatives have filed because 
of them, in order "to strengthen Argentina's subsequent position." 


As a precedent, it notes the publicity accorded the protests by Australia, 

New Zealand, Canada and the United States against EEC policy, adding that 
"unfortunately, we are not familiar with news reports on Argentina's protests, 
and this lack of worldwide public impact weakens our position." 


It then makes the point that the EEC's subsidized sales "violate Article XVI 
of GATT, because we do not know whether the community's export subsidies were 
announced in advance or whether, as the article stipulates, consultations were 
held with the aggrieved party, Argentina." 


It points out that these sales "should be considered in light of the 

‘Agreement on the Interpretation and Application of Articles 6, 16 and 26 of 
GATT,' which is known as the ‘Subsidies and Countervailing Duties Code’ 

(an outcome of the Tokyo Round). Our country must not fail to bring this code, 
which took effect on 1 January 1980, into play because "it enables an 
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exporting country that feels its protests in bilateral talks with the 
subsidizing country have come to naught, to demand that the contracting 
parties order countervailing duties for the subsidy to its detriment." 


It recalls that the same code stipulated that subsidies would not be given 

to commodities and that to establish "the amounts for purposes of comparison" 
for the aforementioned agreements, a representative prior 3-year period of 
normal operations on the market on which the subsidized item has been sold 
would be taken." 


Precedents 


As precedents backing up the measures that CARBAP feels Argentine authorities 
should take, it notes that the United States has outlined the problems stemming 
from the subsi ies applied by Australia and New Zealand and is planning to 

take action vis-a-vis the EEC. 


It states later on that we should not have disregarded Australia's proposal 

for a joint protest of EEC policy and that if the proposal was not disregarded, 
it should have been given broader publicity so that it could serve as a 
precedent for our position. It feels that the change of government in France 
could be beneficial "in view of the projected decrease in the domestic 
subsidies that the French Government gives farm products." It points out 

that "Argentina could find that other members countries of the community" 
Support its protests because they aim at diminishing protectionism, which would 
lighten their contributions to the enormous subsidies budget. 
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COUNTR: SECTION BOLIVIA 


DAILY CALLS FOR POLITICAL OPENING TO ACHIEVE STABILITY 
Santa Cruz LEL MUNDO in Spanish 17 Oct 81 p 5 
(Editorial: "Political Stability or Permanent Disorder?"] 


[Text] The fact that Bolivia needs political stability to face its most vital problems 
is something no one disputes. The fact that in spite of it rumors about supposed 
preparations for a coup d'etat are not ceasing is also certain. 


The rumors are coming forth in the face of government inertia. They fill the vacuum 
which official lack of decision leaves before the most urgent problems of this moment, 
which are expanding with astonishing speed. 


In spite of this, it would be frivolous to Suppose that nothing has changed, since 
only a few months ago Bolivia was living under a personal leadership without a new 
style and although it lacks a concrete program it is more receptive to what is claimed 
by national opinion and above all, to our own historical experiences. 


The road to be traveled is full of obstacles. To begin with there is an economic 
recession of very serious proportions, such as to make people suppose that the solu- 
tions can be given by new coups d'etat which like many other sin the past would not 

go beyond a changing of the guard lacking valid answers for our most pressing economic, 
political and social problems. 


On the edge of the inquiries which could be made about political stability and coups 
d'etat, if anything is obvious it is the citizens’ desire for a period of normality, 
without meaning limitations to civil liberties, or excesses by the opposition. The 
most appropriate step would be a political opening su,ficiently broad to allow the 
most pressing national problems to be analyzed in a climate of liberty, mutual respect 
and toleration. 


The constitutional organization of the public powers should precisely achieve a national 


agreement which would put out of the game the factors which disturb and obstruct 
the democratic life of the nation at every step. 
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COUNTRY SECTION BOLIVIA 


PAPER FOCUSES ON PERUVIAN EFFORTS TO SAFEGUARD DEMOCRACY 
La Paz EL DIARIO in Spanish 21 Oct 81 p 2 
[Editorial: "The Peruvian Crisis"] 


[Text] With every day that passes the political and social situation of Peru becomes 
more complicated. In the last few hours, the government of that country has been 
obliged to dictate extreme security measures because of the outbreaks of violence 

in some departments. 


In this case we must not restrict ourselves to observing superficial events in that 
country, where, paradoxically, there exists a regime elected by a popular vote and 

whose actions, at least until now, have been based on enforcing the law. What must 

be analyzed here as in other regions is the very foundation where the action of extremist 
subversion working where liberty is and has an open field for its activities. 


This is not the place to repeat sentences and concepts, but doing so turns out to 

be unavoidable since it seems that many people do not understand a painful reality 

of our time: The struggle for ideological hegemony is going on everywhere, but prin- 
cipally where democracy is gaining ground. That has always been and will continue 

to be the pattern of subversion, since it is not profitable to it for the democratic 
system to be consolidated anywhere. That happened, for example, in Chile, Uruguay 

and Argentina. In the Chilean case, the situation is much more paradoxical because 
there, through the democratic system, a man clearly identified with Marxism achieved 
power; but the forces of intolerant subversion began an intense task of undermining 

the regime which brought about his fall. The fact is that extremists do not profit 
from the consolidation of a democratic system because its leaders: are partisans of 
tyranny who require another regime of violence to achieve power. Argentina is another 
typical case. Following elections and after periods of great violence, democracy 

was finding its channel with the achievement of power by a political force of popular 
origin. The forces of subversion which had perceived that fact first infiltrated 

that party, tried to take over its mandate, succeeded in indoctrinating the important 
youth movement, and kept the democratic government in a permanent dither. New agitation, 
the use of violence determined the fail of the system which was replaced by another 

one, basically useful to the subversives. Uruguay and other countries are also examples 
to demonstrate how extremism checkmates democratic systems up to the point of turning 
them over to dictatorships because their preaching is possible only in those conditions. 


In the Peruvian case that is what is going on. Im other words, what happened in 


Chile, Argentina and Uruguay is repeating itself. The Peruvian Government, which 
is the product of a democratic act and which has since turned into a government of 


23 











force, is the propitiatory victim of extremism which is now making demands not uttered 
before. It attacks the democratic government because that system does not use violence, 
which is precisely what subversion seeks. With what has happened in other countries, 
Peru has to act in another way, adjusting itself to the tactics of subversion, turn- 

ing its face toward a struggle which has no ethical borders. 


While this is happening in Peru, the remaining peoples of Latin America should become 
aware of the clumsy way in which it affects democracy. 


It is time to carefully observe the work of extremism and to understand that in Peru 
oue of the great battles for the survival of democracy is being waged. The fall 

of the present Peruvian system, for example, will fundamentally mean a great defeat 
for democracy. It is urgent then to exhibit solidarity with the Peruvian Government 
in this unequal struggle with a subversion which does not give quarter anywhere. 
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COUNTRY SECTION BOLIVIA 


GOVERNMENT IN EXILE AWAITING DEMOCRATIZATION, SAYS WRITER 
Cochabamba LOS TIEMPOS in Spanish 5 Nov 81 p 4 
[Article by Albo Romero: "Government in Exile?"] 


[Text] An AP cable sent from Paris and dated 2 November reveals the existence of 

a "government of national unity of Bolivia in exile," of which Jaime Paz Zamora 

is reportedly vice president and Dr Siles Zuazo possibly president. This revela- 
tion helps one to understand why the European countries were so reluctant to recog- 
nize the military government emerging from the 17 July 1980 coup. An entire politi- 
cal organization is playing its cards abroad, obviously enjoying the official sym- 
pathy of the governments belonging to the European Common Market. 


The People's Democratic Union (UDP) was actually openly supported by the Socialist 
International, headed by German postwar leader Willy Brandt, formerly mayor of 
Berlin and later prime minister of West Germany. The Christian Democrats also had 
their preference for that party. The Socialist International is not a communist 
movement strictly speaking, but it nevertheless gets along better with the totali- 
tarian regimes dominated by Moscow than with Western governments. In the postwar 
period, Willy Brandt guided Germany's fate, sometimes walking a tightrope held by 
Russia and the United States between the East and the West. 


Since the Socialist International is an international movement, as its name indi- 
cates, the ties and connections of the alleged "Bolivian Government in exile," 
whose headquarters are probably in Paris, have been many in number to channel the 
resistance to the government of former President Garcia Meza. 


Shifting from the phase of verbal aggressiveness that characterized the group of 
Bolivian exiles, who used Dutch and German radios to launch tremendous diatribes 
against the Bolivian regime, Paz Zamora now suggests in conciliatory terms the need 
"to achieve a great national accord of democratic convergence in order to save the 
country." 


One notes the obvious intention to take advantage of the apparent liberalization of 
the current government of President Torrelio, who has allowed the country to normal- 
ize its constitutional life within a peremptory period of 3 years. It would appear 
that there is an attempt to turn the current government into a bridge to a demo- 
cratic regime. The worst thing is that, trying to avoid a leftist presence in 
government, the result was to ensure that active presence in the coming elections. 
In fact, the Bolivian left, which in past elections had scarcely a little over 
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a third of the votes out of the total cast, could command an overwhelming absolute 
majority in the next elections. 


The date of 17 July 1980 did little to strengthen the Bolivian left politically. 
The same thing that happens iu Bolivia will surely happen in Chile and Argentina, 
where the persecuted sectors continue to grow to the maximum extent. After 
Pinochet and Viola, the alliance of the followers of Frei and Allende and the 
Rio Plata guerrilla fighters will return with their hands up, shouting their 
resurgence. 
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COUNTRY SECTION BOLIVIA 


POSITIVE RESULTS FROM NORMAT.IZATION OF RELATIONS WITH U.S. REVIEWED 
Cochabamba LOS TIEMPOS in Spanish 5 Nov 81 pp 4, 13 
[Article by Samuel Mendoza: "The Normalization" ] 


[Text] At last, after a freeze of over 15 months, it would appear that we are 
approaching a normalization of relations between Bolivia and the United States. 

At least the diplomatic moves of recent days indicate that within a few more days, 
or perhaps a few more hours, those relations will be normalized with the naming of 
an American ambassador to Bolivia and a Bolivian ambassador to the United States. 
Although certain indispensable steps have to be taken to achieve that objective, 
the announcements made on the subject in both La Paz and Washington are highly 
satisfactory and arouse hopes that in the future, those relations will become even 
closer, in hopes of an understanding between the.two nations, the two governments, 
the two peoples that have traditionally been friends. 


Confirming press reports of recent weeks, the cable from the American capital re- 
ports that the person chosen by President Reagan to represent the State Department 
and the United States as ambassador to the Bolivian Government is Edwin Corr, who 
until only recently headed the American diplomatic mission to the Republic of 

Peru. It is said that Corr is an expert in the fight against narcotics trafficking, 
which may mean that the United States is renewing its cooperation in the fight 
against that evil in Bolivia. 


The fact that the designated American ambassador is an expert in fighting drug 
trafficking is highly significant and logically positive for the Bolivian Govern- 
ment and people. Perhaps with his knowledge, he can help to better plan a fight 

that authorities here have been waging to the best of their ability, but without 

the necessary means and instruments. Naturally, the appointment will not be wel- 
comed equaily by certain groups that view it as a serious danger to their iliegal 
activities. The drug traffickers will have to find themselves a safe place or 
suspend their ill-fated action that has done so much damage to the country's dignity. 
We believe that the appointment of Corr will mean direct and effective support from 
the United States in the head-on, final struggle against drug trafficking. 


While the normalization of relations between the two countries seems to be an 
indisputable fact that has made it possible to relieve the tension under which the 
Bolivian people have lived for over a year, some steps remain to be taken, as we 
mentioned. One of them has to do with the decision of the Foreign Relations Commit- 
tee of the U.S. Senate, which is probably already considering President Reagan's 
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proposal, We know that it is a difficult and complicated step, but we hope that 
the Senate of that country will agree that one cannot isolate a poor nation such as 
ours any longer, subjecting it ta imminent dangers that could destabilize the gen- 
eral situation on the continent. As never before, Bolivia has endured a cruel 

and brutal blockade since the 17 July 1980 uprising, which has caused the most 
destructive crisis in history. The isolation to which Bolivia has been subjected 
has not been a kind of punishment -- as may have been thought at one time -- for 
those in power, but rather, a flagrant attack on the Bolivian people who suffered 
the consequences and who continue to suffer them. 


As we stated on previous occasions, we must realize that the normalization of rela- 
tions with the United States will not be a magic wand that will automatically solve 
the crisis and bring the country out of the economic chaos in which it is plunged. 
But it will make it possible to reopen financing and credit channels that have been 
hermetically sealed for over a year, even though Bolivia will have to make enormous 
efforts at home and abroad, 


All in ail, the normalization could enable us to get the country on the right path 
and thereby bring it out of the dramatic situation in which it finds itself. 
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COUNTRY SECTION BOLIVIA 


REFORMS TO DOMESTIC POLICY SEEK TO REMEDY NATIONAL CRISIS 
La Paz HOY in Spanish 22 Oct 81 p 8 


[Text] The dmoestic policy of the Armed Forces government is seeking to resolve 
the current crisis by initiating fundamental reforms which are imposed by the condi- 
tions prevailing at the present historical moment. 


The principal paragraphs proposed in this field advocate a national policy of respect 
for human rights, a response to the crisis "made more acute by political motivations 
on an international order," to eliminate the drug traffic, liquidate administrative 
corruption, smuggling, speculation and illegal accumulation of wealth, achieve national 
unity, revise the administrative apparatus, effect a tax reform, reorganize the physi- 
cal distribution of economic activity, organize a modern national state, maintain 

a policy of permanent dialogue with political and social forces and in consultation 
with representative sectors to compose the first draft of a political constitution 

of the state to be submitted to the consideration of the Constituent Assembly. 


The complete text of the government's domestic policy follows: 


"In the context of its domestic policy, the Armed Forces government proposes to resolv. 
the present crisis by carrying out certain fundamental reforms required by the condi- 
tions predominating at this historical moment, in accordance with the political criterion 
expressed in the following paragraphs: 


1. To maintain in effect a national policy of respect for human rights and for the 
constitutional guarantees of governments and of the governed. 


2. To respond to the crisis made more acute by political motivations of an inter- 
national order by clarifying nationalistic convictions and the massively mobilized 
national will, seeking to overcome the economic crisis and seeking the construction 
of a solid democratic system which may overcome the limitations and the errors of 

the past, to the benefit of political stability and of an intransigent defense of 
national dignity and of the sovereign right of the Bolivian people to determine their 
own historical destiny against any overt or covert form of intervention. 


3. To eliminate the drug traffic and to overcome moral degeneracy by applying the 
most drastic penalties to the manufacturers and dealers in drugs together with their 
accomplices and accessories without any concessions or toleration until the county's 
image abroad has beem improved. 
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4. To eliminate administrative corruption, smuggling, trade speculation and illicit 
‘acquisition of wealth. 


5. To effect a genuine national unity integrating all the regions of the country 
and of all social sectors without any exception, 


6. To begin a profound institutional transformation based on the following: 


6.1 To readjust the administrative apparatus of the divisions of the state, on the 
level of ministries, prefectures and townships for more efficient operation. 


6.2 To reorganize the decentralized institutions and public enterprises so that 
as soon as possible their rationalization and efficient functioning may be achieved 
and they may reach the highest possible levels of profitability. 


This fact necessarily demands an operating decentralization on the executive level 

of the administration of said enterprises, most especially on the regional and mana- 
gerial level, so that the general credit be recovered as rapidly as possible in effi- 
cient public administration and in self-support by the state enterprises. 


6.3 To put into effect an integrating tax reform tending to establish a true social 
justice which will equalize rights and obligations among all citizens without dis- 
tinctions or privilege whatever; by avoiding tax evasion and permitting the redis- 
tribution of income and a social capitalization at the service of the national community. 


6.4 To formulate a body of lega dispositions aimed at normalizing and coordinating 
the functionong of stat enterprises, mixed and private enterprises and cooperatives 
whether in an independent or ina combined manner. 


6.5 To establish the third integrated economic sector of the national economy, based 
on the social property of the Peasant Communities, on cooperatives of every class 

and the producer and consumer associations in which the system of producer and con- 
sumer participation prevails, as directly interested in the normal functioning of 
said enterprises. 


6.6 To reorder the economic space of the country to obtain an adequate regionaliza- . 
tion for the achievement of geopolitical objectives and political-administrative 
objectives. 


6.7 To redirect the participation of private enterprise as a function of the ob jec- 
tives of national socioeconomic development by means of adequate legislation. 


6.8 To organize a modern national state as a task of unavoidable historical urgency. 


Within the framework of a nationalist, institutionalist and Christian ideology, where 
man, aS a generator of national values and as an agent of development, may acquire 

a new preponderance and be changed into the center and the goal of government action 
and where the state will be defined as the instrument for the achievement of his 
training, development and realization. 


To revise and add to the various law codes in effect according to the requirements 


of socioeconomic development, for the purpose of permitting the building of an insti- 
tutional order adequate to the political and cultural demands of the republic. 


30 











To rationalize the functions of the modern national state in all their dimensions 

and administrative, judicial and legislative jurisdictions; by simplifying fiscal 
procedures, by making judicial independence effective as determined by the constitution, 
by imparting a moral attitude to the judiciary and giving a functional structure 

to the legislative branch. 


6.9 Finally, the Armed Forces government declares its open disposition to maintain 
a policy of permanent dialogue with the political and social forces to achieve a 
proper national consensus permitting the country to achieve its economic, social, 
democratic and institutional goals which are proposed in this government program. 


This task includes taking the following fundamental steps: 
a) Concerning administration and institutions. 


1. To revise and reactivate the Organic Law of Public Administration. 
; To revise and add to the codes and their dependent provisions now in effect. 
3. To define mechanisms for rationalizing wages. 


b) In the institutional and political aspect. 


1. To prepare in consultation with representative sectors of the country the first 
draft of a political constitution of the state to be submitted to the consideration 
of the Constituent Assembly. 

2. To draw up, in an act agreed upon by representative groups of opinion, the bill 
for the law of political parties. 

3. To draw up in consultation with groups of representative opinion the reforms 

of the electoral law. 

4. To prepare a law of municipalities. 

). An agreement of the Constituent Assembly to approve amendments to the political 
constitution of the state and other legal provisions referred to in this document. 
6. Progressive institutionalization of public powers. 
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COUNTRY SECTION BOLIVIA 


INVESTMENT LAW TO BE REVISED TO ALLOW PARTICIPATION OF PRIVATE INTERESTS 
La Paz EL DIARIO in Spanish 6 Nov 81 p 3 


[Text] Sucre, 5 Nov--The president of the country, Gen Celso Torrelio, has an- 
nounced that the investment law will be revised and updated in order to permit the 
participation of national and foreign private capital in developing the country's 
vital industries, The announcement was made in a speech delivered on the occasion 
of the official opening of the new oilfield "Porvenir" in Luis Calvo Province in 
the Department of Chuquisaca. 


The chief of state also emphasized the efforts of YPFB [Bolivian Government Oil 
Deposits] executives, technicians and workers and the work of the contracting 
company, Occidental Beliviana, which discovered the new field that will immediately 
make it possible to achieve a gradual increase in the country's oil production, 


The opening ceremony was attended by departmental, regional and local authorities, 
along with executives and technicians from the YPFB and Occidental, 


Cardinal Jose Clemente Maurer pronounced the blessing for the new production center. 


In his address, Donal R. Wladden, vice president and general manager of Occidental 
Boliviana, said that the company has been operating in the country since 1973 on 

the basis of operating contracts Signed with the YPFB, in order to successfully work 
the hydrocarbon deposits. In 1976, the company first discovered the Tita oilfield 
in Santa Cruz and now produces some 43 million cubic feet of natural gas and 1,300 
barrels of oil a day. In 1978, it discovered the Porvenir field in Chuquisaca that 
was just officially opened. 


That field now produces some 3,000 barrels of oil a day. Wladden said that the 
figure will gradually increase until it reaches 8,000 barrels a day of condensed 
oil. The natural gas that comes out of the field in significant volumes will be 
reinjected into the production wells in order to maintain the pressure required 
for normal production. 


Wladden also announced that both he and the other Occidental executives have demon- 
strated their interest in investing more capitals in other northeastern areas of 
Bolivia in 1982, for which purpose another operating contract was signed with the 
YPFB,. 
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For his part, Minister of Energy and Hydrocarbons Jorge Zamora said in his 

speech on the occasion that the government has outlined a national energy policy 
with the prime objective of discovering new reserves that will basically guarantee 
the country's supply. 


He emphasized that the results obtained at Porvenir were made possible with the 
participation of risk capital and that in the future, that participation will be 
more active for the discovery of new oilfields in potential areas of the country. 
In that way, oil production could be increased, 


In opening the Porvenir field, General Torrelio stressed the results achieved 

there through the combined efforts of both state and private capital and technology 
in the task of achieving a rational exploitation of natural resources and improving 
the living conditions of the Bolivian people. 


"That is why the Armed Forces Government program has chosen the policy of increasing 
the participation of national and foreign private capital in the development of those 
those resources that will remain government-owned. They will be aided through the 
new investment law, which will clearly establish the rules of play specifying the 
fields of possible action." 


He later emphasized that the country is aware that it does not have sufficient 
resources for prospection, localization and production, or for the importation of 
modern technology enabling Bolivians to benefit from their natural resources in 
keeping with the progress of the contemporary world, thereby justifying the parti- 
cipation of private capital. 
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COUNTRY SECTION BOLIVIA 


CAUSES LEADING TO BALANCE OF PAYMENTS SITUATION ASSESSED 
La Paz PRESENCIA in Spanish 6 Nov 861 p 3 
[Article by Juan Carlos Calderon 2. ] 


[Text] At a meeting of an economic and political group in the country, one high 
government official recently urged a reduction in imports because, he said, the 
country imports more than it exports, thereby causing the foreign exchange deficit, 


It must be recognized that the balance of payments deficit (considered to be the 
most important element for analyzing a country's transactions in foreign currency) 
has increased in recent years. One must analyze the causes of the deficit so as to 
propose economic policies that can reverse the trend within the shortest amount of 
time, 


It was deemed fitting to make a preliminary analysis of the behavior of the Bolivian 
balance of payments over the past 5 years, 


From 1976 to 1980, the balance of payments showed a deficit totaling, according to 
information from the Central Bank of Bolivia, $481.4 million. The deficit created 
in the past 3 years has more than outweighed all the positive results obtained be- 
tween 1976 and 1977, The causes of the deficit are varied. One of them is un- 
deniably smuggling, which, according to a thesis submitted to the Bolivian Catholic 
University in 1977 for a master's degree in economics, represents nearly half of 
everything legally imported (Mantilla C. Julio: "Smuggling in Bolivia," Catholic 
University of Bolivia, 1977), According to the premises of the economic theory, 

it can be assumed that the “errors and omissions" heading represents smuggling and 
the accumulation of foreign currency in the hands of private parties. Over the 
past 5 years, that heading showed a deficit of $882.4 million, which in the case of 
Bolivia would be nearly 100-percent smuggled goods, inasmuch as during that span 

of time, with the fixed exchange rate and free buying, there would be no valid eco- 
nomic justification for assuming a strong demand for foreign currency for specula- 
tion, in addition to the existence of the clause for maintaining the value of sav- 
ings deposits. 


Another factor involved in the balance of payments deficit was "services and income" 
(shipments, other transport, travel, income from investments and other goods, ser- 
vices and income), which showed a negative balance of $1,314,300,000. It is inter- 
esting to note that shipments and other transport show a negative result of 

$576.3 million, This reveals, not only the lack of infrastructure in the country, 
but also the need to intensify the work of LINABOL {expansion unknown] and ENFE 
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[National Railway Enterprise] so as to avoid chronic dependency on freight com- 
panies. Despite a foreign balance of $651.3 million, investment income should be 
analyzed with great care because in addition to representing a relatively well- 
paid source of work, it means the transfer of technology not bought by the govern- 
ment and which could signify future capital savings for the public and private 
sectors. The deficit in other goods, services and income results from the payment 
of services rendered under aid programs and the maintenance of Bolivian diplomatic 
representation in other countries. As one can see, it does not seem possible to 
reduce the deficit under this heading. 


The entries that in some way helped Bolivia's balance of payments were those of 

the capital account, which had a surplus of $1,269,000,000 during the period from 
1976 to 1980. Attracting funds in foreign currency, while it did tend to lower the 
negative results of the balance of payments, tends to mortgage the country's rather 
immediate future because net income from the heading “other capital" (totaling 
$1,141,600,000) represents 89.96 percent of all income in the capital account and 
72.73 percent of total positive income for the last 5 years ($1,569,600,000). It 
has been repeated that the "other capital" heading tends to mortgage the country 
since it represents credits granted to the country for the private and specially 
public sectors. Consequently, all this income must be paid back, plus interest, 
which is now increasing. 3 


The other major heading that reduced the balance of payments deficit was goods 
(exports minus imports), which had a positive balance of $300.6 million. This 
contradicts the statewent by the high government official who urged a reduction 

in imports, without considering that over 75 percent of what the country imports is 
raw materials and intermediate products (fuel and related items, raw materials and 
intermediate goods for agriculture and raw materials and intermediate goods for 
industry) and capital goods (building materials, capital goods for agriculture, 
capital goods for industry and transport equipment), things the country does not 
produce because of its low technological capabilities and the small market. 


Based on all the foregoing, it is possible to draw a few conclusions: First of all, 
it seems illogical to try to implement measures banning imports because not only 
would this encourage what economic officials call the "cancer" -- that is, smuggling, 
but in addition, the direct, collateral effects would be manifested in increased 
unemployment and higher prices. The foreign debt policy followed with such enthu- 
siasm in recent years must be seriously reconsidered because if it is to be con- 
tinued, bankruptcy of the Bolivian Government will be imminent. Finally, one 
justification for this article: It results from the need to try to take the myth 
out of the current situacion of Bolivia, for as it is continually repeated, we have 
but one country and we must try to see that it operates in the best way possible. 
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COUNTRY SECTION BOLIVIA 


DETAILS PUBLISHED ON COOPERATION AGREEMENT \.... .24IN 
La Paz EL DIARIO in Spanish 6 Nov 81 p 3 


[Text] In accordance with the provisions of the Technical Cooperation Pact signed 
by representatives of the governments of Spain and Bolivia on 3 July 1971, the min- 
ister of foreign relations of Bolivia, Dr Gonzalo Romero, and Spanish Ambassador 
Tomas Lozano Escribano yesterday signed a Complementary Technical Cooperation 
Accord, 


The ceremony took place in the office of the minister of foreign relations and 
was also attended by the president of the Santa Cruz Regional Development Corpora~ 
tion (CORDECRUZ), Oscar Alfonso Echazu. 


The agreement envisions an improvement in the current irrigation system, the identi-~ 
fication and drafting of new irrigation and agricultural development projects for 
the mesothermic valleys in Florida, Vallegrande and Caballero provinces. 


It provides that the Spanish Government will appoint the General Directorate of 
International Technical Cooperation of the Ministry of Foreign Affairs and the 

National Agrarian Reform and Development Institute, an autonomous entity of the 

Ministry of Culture, as responsible for corpliance with the obligations of the ; 
Complementary Accord. 


For its part, the Bolivian Government will appoint the Santa Cruz Regional Develop- 
ment Corporation as the organization responsible for execution of activities. 


For this purpose, CORDECRUZ technicians will be trained in Spain and special experts 
will be made available to the regional development organization of the eastern region 
for specific advisory tasks. 


The financial obligations that Spain will assume are the following: underwrite all 
expenditures incurred in Spain by Spanish experts helping CORDECRUZ in Bolivia; 
moving expenditures for the families of such technical personnel Spain-Bolivia-Spain; 
return traveling expenditures between Spain and Bolivia, monthly food and medical 
care allowance and pharmaceutical and hospital expenses for Bolivian technicians 
being trained in Spain. 


The financial obligations and responsibilities of the Bolivian Government are: one- 
way tickets for CORDECRUZ technicians from Bolivia to Spain; premises, offices, per- 
sonnel, secretarial and office costs; traveling expenditures inside Bolivia when 

on behalf of CORDECRUZ. 
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COUNTRY SECTION BOLIVIA 


TRADE MINISTER EXPLAINS SOLUTION TO SUGAR SURPLUS 
Santa Cruz EL MUNDO in Spanish 30 Oct 81 p l 


[Report on interview with Minister of. Industry and Commerce Lucio Paz, La Paz, 
29 October] 


[Text] La Paz, 29 Oct--Minister of Industry and Commerce Lucio Paz said today that 
Sugar surpluses that will be exported by government mills were not sold on the 
domestic market at prices lower than those established, adding that the fate of 
that production wiil be determined in planning for 1982. 


It was recently claimed that sugar mills under the Bolivian Development Corporation 
had sold sugar at $10 a quintal when official prices are approximately 900 Bolivian 
pesos, 


"That sale did not take place; it did not occur," Minister Lucio Paz emphasized 
when questioned today by the local press. 


The official repeated that "the general problems of the country's sugar industry are 
very difficult because we are producing more sugar than the domestic market can con- 
sume, 


"At the same time, exportable surpluses cannot be immediately sold outside the 
country because their price is $10 a quintal. If we consider a production cost that 
is over $10, plus freight costs of about $7 to the port, the government would ob- 
viously be losing money," he explained. 


The export quota was originally set at 1.5 million quintals. This situation forced 
Bolivia to ask the international sugar agreement for a reduction in the export fi- 
gure, which was lowered to 800,000 quintals that must be exported so that our coun- 
try vill not lose its place in the international organization. 


These 800,000 quintals of sugar must be exported by December of this year. 


The approximately 500,000 quintals that will not be exported and that are produc- 
tion surpluses "will be programmed in 1982," 


All of the export sugar belongs to the two government mills (Guabira and Bermejo). 


"Unfortunately, the state mills are those which have to export this year when prices 
are the lowest," Minister Paz Rivero said. 
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The press asked the official whether subsidies will continue to be given to private 
mills, with prices higher than on the domestic market, 


"I would not say they will be subsidized. What happened is that in recent years, 
Sugar was sold at a lower price than on the international market. A correction 

was made but it was unfortunately greater than those on the foreign market (prices). 
However, this is a policy that every country in the world applies when it is a 
matter of promoting industry," Minister Paz said. 


He announced that next week, national and foreign firms were invited to present 
bids for the awarding of partial sales to those offering the best prices. 


Paz Rivero said that in order that the state firme not suffer great economic losses, 
the export sugar will be sold at a price over $10 a quintal. 


In order to analyze and correct these situations that endanger the existence of the 
national sugar industry, consultations are being held with a view to a national 
meeting of the National Sugar and Cane Study Council (CNECA). 


The minister of industry and commerce stated that for the time being, there is no 
date set for the plenary meeting of the CNECA, 
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COUNTRY SECTION BRAZIL 


PRESIDENT TO RETURN TO WORK, WILL APPOINT NEW ADVISORY GROUP 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 7 Nov 8 81 p 5 


[Text] One of the first acts by President Joao Figueiredo after reassuming his 
position as chief of the government on Thursday will be to effect a small change 
in the internal structure of the Presidency of the Republic, creating one more 
direct advisory agency, the Special Secretariat, to be occupied by Col Luis 
Carlos Coutinho, now trip coordinator for Vice President Aureliano Chaves. 


The formal creation of the new agency is being completed by the Civilian Household 
and possibly the Special Secretariat will be similar to the Private Secretariat, 
occupied since the beginning of the administration by Heitor Aquino Ferreira, 

Col Luis Carlos Coutinho has been working at Planalto Palace during the time the 
acting president has been in office. After being personally invited by General 
Figueiredo, he informed Aureliano that he will assume his new duties and was 
released by the vice president. Before changing posts, however, Coutinho will 
still accompany Aureliano Chaves to Rio on the 12th, where he will be the sponsor 
at the wedding of a friend's daughter, and the next day he will go to Sao Paulo 
for the inauguration of the Automobile Hall. 


The work to be performed by Col Luis Carlos Coutinho is still being kept under 
wraps and he himself describes it vaguely as the activities pertaining "to a 
special adviser." However, the most probable thing, according to statements by 
other advisers to the Presidency, is that Coutinho will also be used in work of 
political coordination, in which he acquired a certain experience from his day to 
day living with Aureliano Chaves and in the legislative advisory work he did 

for the Vice Presidency in Congress during the past two years. Coutinho is 
well-known in the legislative area today and will also become one of the ma:n 
liaisons between the Presidency and the Vice Presidency of the Republic. 


Luis Carlos Coutinho was chief of personal security for former President Medici, 
also a friend of Gen Joao Figueiredo, who was then chief of the Military Household. 
A native of Itajuba, Minas Gerais, he later worked with Aureliano Chaves in 

the government of Minas Gerais and his bonds of personal friendship with the vice 
president are very old; he will now be in a privileged position for the work 

he will perform as a person trusted by Figueiredo and Aureliano. 
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COUNTRY SECTION BRAZIL 


MINISTER OF AIR SAYS 1985 PRESIDENT MUST BE YOUNG 
Sao Paulo 0 ESTADO DE SAO PAULO in Portuguese 7 Nov 81 p 5 


[Text] Minister of Air Delio Jardim de Mattos said yesterday that the future 
president of the republic in 1985 must be "a young man, civilian or military," 
and once more discarded any possibility of being a viable name for the nomination 
to the presidency in 1984. The minister of air said that the democratic opening 
is already a fact which cannot be turned back, believing that the defeat of the 
bill for allowing multiple candidates from the same party for the same position 
(sublegenda) with respect to gubernatorial elections showed that there "exists a 
democratic movement." 


Delio also advocated the need for the political class to wait for the results of 
the direct elections of 82, which according to him will dictate many standards for 
the future. "We have to prepare ourselves for the 82 elections," said the minis- 
ter, "and then think about elections for the president of the republic. It is 
still too early to think about that." He said that he is not a candidate for the 
presidency because "that entails some requirements and being young is one of 
them."" Minister Delio Jardim de Mattos, who granted a collective interview to 
the press for more than an hour at the auditorium at the Manaus Air Base, said 
that he does not discriminate as far as the future president of the republic 
being a civilian or a military man. "It could be a civilian just as well as a 
military man. The important thing is that we play the democratic game. To seek 
a civilian would be to discriminate against the military. I would not do that.” 
He also said: "There are many young men with a mature, adult mind. There are 
also many old men with young minds." He did not, however, say which group he 
would fall into. "If I am not a candidate that does not interest me. I am very 
old. The post is for the young.” 


The minister of air believes it is normal for the PDS [Social Democratic Party] 

to withdraw from Congress the political programs of the government. It is part 

of the political game. It is a right of political parties. And if the activities 
of the parties were hindered in the full exercise of the Congress, then that is 
not democracy.” 
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in Manaus yesterday also, the minister of air announced the creation ot a new 
Regional Air Command in Amazonas "to take care of the development needs of the 
region," in the example of what the army and navy are doing, which should 

increase their number of men in the Amazon Region, creating new commands within 
the framework of a strategy for the creation of the 5th Army with its headquarters 
in the capital of Amazonas. Minister Delio Jardim de Mattos also reported that 
the Airport Commission of the Amazon Region (COMARA) should initiate the con- 
struction of a civil airport in Leticia next year, a Colombian city across the 
border from Benjamin Constante in Amazonas and could build others in bordering 
countries. 


As far as the creation of the Amazonas Air Command is concerned, the minister 
explained that it will not require great expenditures by the ministry because 
there will be no need for deployments of aircraft or substantial increases in 

the number of personnel in the area. With respect to COMARA, he promised to equip 
the agency so that it can take care of local needs and that now, with the interest 
demonstrated by countries bordering the Amazon Region, the technology of building 
airports could be taken to those countries. The minister also said that the FAB 
[Brazilian Air Force] does not have the capability for the surveillance and 
identification of clandestine airports in the Amazon Region. "It is a difficult 
work for which we are not prepared," he explained, announcing that the air force 
is already studying a type of aircraft for replacing the legendary Catalinas 

in flights over the Amazon Region. He said that possibly a project will be 
developed for converting the “Bandeirante” aircraft into an amphibian or for 

the construction of an aircraft provided with floats so that the Amazone Region 
will not be served only by the airports COMARA is building. 
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COUNTRY SECTION BRAZIL 


SOVIETS URGE GREATER EFFORT TO BALANCE TRADE WITH USSR 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 25 Nov 81 p 28 


[Text] The secretary responsible for the Soviet side of the Joint Soviet-Brazil 
Commission, Valeri Kornyschev, said at a meeting with several Brazilian businessmen 
in the FIESP [Sao Paulo State Federation of Industries] yesterday that the unbal- 
anced trade between Brazil and his country “is, to some degree, a hindrance to its 
further development." 


In suggesting more dynamic trade relations between the two countries, Kornyschev 
asserted: "Although we cannot propose the task of establishing complete balance in 
bilateral trade, given the profile of merchandise involved, moderation of the siz- 
able and severe imbalance would be a favorable influence on trade as:a whole. In 
our opinion, therefore, if the Brazilian party wishes to develop trade it should 
devote more attention to seeking mutually advantageous ways for increasing USSR 
exports to Brazil." 


According to businessman Jose Mindlin, the invitation to hold the discussion about 
trade relations between Brazil and the USSR originated with the Soviet Government 
itself, concerned about reducing its existing deficit. Mindlin, of Russian descent, 
agrees with Kornyschev in saying that "in the long run the current trade. imbalance 
must not persist." 


He said later at a press conference that the Soviets must be patient, in view of the 
nation's current balance-of-payments situation: "They must show some understanding 
and continue giving these opportunities to Brazil, because this could represent a 
gain in the future," he said. 


Mindlin contends that in the long run the Brazilian Government will be able to help 
correct the present situation, even using purchase of heavy Soviet equipment as an 
instrument for selling Brazilian manufactured goods. With that in mind, he suggest- 
ed more representation for private enterprise in the Joint Brazil-USSR Commission, 


He recalled, however, that increasing purchases of Russian equipment now would in- 
volve not only reactivating the economy but also a policy change in Brazilian for- 
eign-trade relations: "It is difficult for Brazil to buy equipment from nontradi- 
tional suppliers such as the USSR, as such business is invariably dependent upon an 
efficient technical structure for maintenance, which the Soviets may have, but of 
which Brazilians are not yet aware," he concluded, 
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Soviet merchandise exports reached $66.1 billion in 1980, a $9.6 billion (17 per- 
cent) increase over 1979, The Soviet Union now trades with 139 countries, respon- 
sible for 20 percent of world production; the Soviets maintain a specific ministry 
that is responsible for foreign trade and that controls several agencies which 
function as state enterprises, each of them responsible for a particular group of 
merchandise, 


The largest USSR trading partners in South America (1980 data) are Argentina 

($1.6 billion), Brazil ($370 million), Bolivia ($34 million) and Uruguay ($32 mil- 
lion). In its trade with Brazil, Soviet exports were about $30 million, compared 
with $340 million exported by Brazil last year. In 1981, the amount of merchandise 
traded should be the highest in the history of Soviet-Brazil relations, totaling 
about $700 million. 
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COUNTRY SECTION BRAZIL 


JANIO QUADROS POPULARITY SUBJECT OF GALLUP POLL 
Sao Paulo 0 ESTADO DE SAO PAULO in Portuguese 12 Nov 81 p 5 


[Text] The popularity of former President Janio Quadros is inversely proportional 
to the knowledge people have about his political career. His prestige is pre- 
cisely greater among those who know the least about his public life. Recent 
surveys of public opinion in Sao Paulo by the Gallup Institute show that in 

terms of social classes as well as age or education, the rate of support for the 
former president diminishes as the social class, age or educational level of 

those interviewed increased. 


The surveys also reveal that the majority believes the episode of resigning from 
the Presidency of the Republic has not been well explained and that although the 
general index of prestige of the former president is similar to that of other 
recently analyzed politicians, his reproval rate is twice as great. Questions 
on the recent PMDB [Brazilian Democratic Movement Party] decision to bar the 
entry of Quadros into the party show an almost equal proportion of those who 
Support the former president and those who approve the PMDB position, however, 
in the comparative picture with other former Sao Paulo governors, the greatest 
number prefer Laudo Natel. 


Numbers 


The absolute majority of those interviewed have already heard about Janio 
Quadros but those who know him best criticize his behavior the most. In Class 
B, 90 percent of those questioned know which public offices he held as did 82 
percent of Class A, 83 percent of those who are 50 years of age or older and 89 
percent of those who have higher education. In those classes, the level of 
prestige of the former president, which theoretically can vary from +100 percent 
to -100 percent, is respectively -22 percent, -20.8 percent, +4.8 percent and 
-23.4 percent, the lowest obtained yet. 


As the knowledge of his political career declines, in 74 percent of Class C, 62 
percent of Class D, 77 percent of those between 30 and 49 years, 62 percent of 
those between 18 and 29 years, 77 percent of those who have high school education 
and 6/7 percent of those who have primary education, his prestige index increases, 
reaching +23 percent, +33.4 percent, +13.6 percent, +30.2 percent, +23.2 percent 
and +24.6 percent, respectively. 
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On the question of the resignation, although the majority (46 percent) says that 
the episode has not yet been well explained, that index rises among the older 
people polled, reaching 49 percent among those who are 30 to 49 years-of-age 

and 55 percent among those who are 50 years~-of-age or older. Among the younger, 
those from 18 to 29 years-of-age, the greatest number (39 percent) could not 

Say whether or not the resignation was well explained. 


By comparison with other politicians on whom polls have been made, the popular 
prestige of Janio Quadros is characterized by being more extreme and more 
negative at the same time. While Quadros, as well as the other politicians 
obtained 22 percent rates for the highest level of approval, the average of those 
politicians for the lowest reproval rate was 10 percent, while the former 
president receives 20 percent. Opinions are divided on the question of Quadros 
entering the PMDB, with 35 percent of those interviewed supporting the party 
decision of barring the entry of the former president, 30 percent saying that 

his entry should have been accepted and 35 percent not answering because they 

did not have an opinion on the subject. 


In the comparison with several former governors of Sao Paulo, Janio Quadros 
obtained only 17 percent of the preferences, against 24 percent by Laudo Natel-- 
19 percent of those interviewed could not express an opinion as to their 
preference. 
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COUNTRY SECTION BRAZIL 


FOREIGN DEBT REACHES $54 BILLION, RENEGOTIATION HINTED 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 3 Nov 81 p 30 


[Text] Despite the favorable report Minister of Planning Delfim Netto will 
make to Acting President Aureliano Chaves tomorrow, telling of the willingness 
of European bankers to continue financing Brazil next year to take care of the 
need for at least $18 billion in money, pressures for renegotiation of the debt 
continue inside and outside the government. 


The minister of planning knows of those pressures, revealed in tones of warning or 
concern, and he has been discussing the subject with the persons involved, always 
repeating that the country can go through 1982,as it did in 1981,without resorting 
to negotiations. 


Delfim says that at the end of last year "the orchestration" around negotiating 
the debt was even greater and that "a veritable disaster was being forecast." 
Despite that the country reached November with foreign resources practically 
staying home, despite the fact that a major effort was made to obtain loans in 
money to compensate for the decline in direct investments, which had been fore- 
seen as $2 billion but did not even reach half that much. 


Actually, according to Central Bank figures, investments and reinvestments, 
which in December last year reached the sum of $17,480,000, grew this year to 
$17,498,000,a growth of only .1 percent. 


There was even a drop in reinvestments from $5,846,000 in December last year to 
$5,211,000 in June of this year, expressing in part the effect of the increase 
in value of the American dollar by comparison with other money. 


Polish Example 


In the discussion around renegotiation of the debt--which is no longer in the 
newspaper pages but continues to live within the government and among business- 
men--Minister Delfim Netto has a strong ally in his predecessor. Both Delfim 
and Simonsen, agree on one same definitive argument: renegotiation would be 
difficult but the worse thing would not be the slow and painful negotiations with 
creditors but the virtual halt in the flow of foreign resources, either in the 
form of loans in money or direct investments. In that hypothesis, Brazil would 
not have any means for proceeding with its investment program, which still 
require a minimum of $5 billion per year. 
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According to Mario Henrique Simonsen, the halt in the flow of foreign resources 
wou! be the first thing to happen as soon as the intention of Brazil to rene- 


got » its debt were announced officially. The flow would continue to be halted 
dur he entire period of negotiations, exposing the country to a troublesome 
situ. 1 before the international financial market, 


Delfin is the example of Poland to that argument. Poland is facing serious 
difficu ies in renegotiating its debt of $18 billion--a third of the Brazilian 
debt--and is being forced to reduce its program of investments drastically (which 
depends on resources obtained in the Western World), because the banks simply 
refuse to lend it more money. 


Debt 


In June the foreign debt had reached $56,148,000,exceeding the forecasts made by 
authorities at the beginning of the year, according to which it would reach $60 

billion. The net debt (gross debt minus reserves), which last year amounted to 

$47.5 billion, should reach $54 billion by the end of this year. 


For the minister of planning those amounts are perfectly compatible with the 
other indicators of the economy and he believes the net debt/exports and debt 
service/exports relationships to be in an acceptable position. At the end 

of the year the relationships should reach 2.04 and .56, respectively, compared 
to 2.36 and .64 at the end of last year. 
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COUNTRY SECTION BRAZIL 


GALVEAS ASSURES ECONOMIC RECOVERY IN 1982; OTHER COMMENT 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 27 Nov 81 p 27 


[Text] The government may reduce investments in all its programs except for agri- 
culture and exports in order to divert funds to Social Security, even with an addi- 
tional tax on nonessential goods (the list of 145 products reported this week is 
one of five being studied) that should bring in 200 billion cruzeiros unless con- 
sumption declines. This may be one of the suggestions Planning Minister Delfiu 
Netto will submit to the president of the republic to cover the Social Security 
deficit of 400 billion cruzeiros, as the planning minister himself admitted in Sao 
Paulo yesterday at the closing session of the Third Brazilian Congress of the 
Electric and Electronics Industry. 


In his speech to the sector's businessmen, Delfim acknowledged this year's diffi- 
culties but promised recovery in 1982. "Brazil has now reached a point where we 
can think about growing again. Not the glorious development of 14 percent a year 
but certainly 5 percent without it causing any additional pressure on the balance 
of payments." 


Deficit 


The planning minister said the Social Security deficit is so big that all programs 


now underway are candidates for cuts. "But we must leave outat least agriculture 
and exports. The rest is subject to being cut, including the energy sector," he 
stated in a press interview. "The arithmetic will accept any figure. If we are 


aiming at tax revenues of 400 billion cruzeiros all we have to do is set the rate." 


He pointed out, however, that covering such a deficit is a difficult process and 
any solution will involve less expenditures for medical care, a solution that is 
already being applied by Social Security Minister Jair Soares, and the sacrifice 
of a few other government programs as well as taxing nonessential goods. Delfim 
Netto rejected, however, the possibility of increasing INPS [National Social Se- 
curity Institute] contributions by employees and employers, alleging that it is 
necessary to comply with the law that was approved. 


"A list was reported in compliance with the decision by Congress, which decided 
upon a mechanism for financing the INPS and it is our obligation to find a solu- 
tion within that decision,"' he explained, pointing out, however, that the list re- 
ported is only one of five being studied to obtain tax revenues sufficient to 
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finance at least a part of the Social Security deficit. He said the rates varied 
among these lists but the goods are not very different. Thus, if the reported list 
should be applied and there is no reduction in demand for the goods that are listed 
tax revenues of about 200 billion cruzeiros would be produced and the other half of 
the deficit could be covered by cuts in government programs, Delfim noted. 


He acknowledged, however, that raising the tax might reduce consumption, but the 
Social Security deficit--which in his opinion is very important--must not be fi- 
nanced by inflationary methods. And he explained that this lower consumption need 
not result in a loss of revenue. "It is not inevitable that the product of price 
times quantity will fall. You can have a 5 percent reduction in quantity but a 
price increase of 20 percent and your revenue increases 15 percent," he suggested. 


The planning minister's goal is to present the problem's solution by the end of 
this year, which he intends to do. He explained further that in the case of the 
tax on nonessential goods, there will be no annual tax period to take into consid- 
eration because the IPI [Finished Goods Tax] is the instrument by which the tax 
wiil be charged. 


"The law says a tax of up to 20 percent of the final price of the product may be 
levied. If it were decided to create a new tax mechanism it would be a tragedy. 
The plan is to collect this by means of the IPI. You con, ute how much you have to 
raise the IPI so it represents 20 percent of the value of the sale. As this is a 
matter of correcting the IPI, which is not paid ona yearly basis, this can be done 
at any time." 


Luxury Goods and Jobs 


In regard to the official note of the Brazilian Electro-Electronic industry Associ- 
ation (ABINEE) which, on the basis of Paragraph 2, Article 62, Section VI of the 
constitution, says that a tax on luxury goods is unconstitutional, the planning 
minister said this is a problem for the courts: "Whether or not the law is uncon- 
stitutional is decided by the STF [Federal Supreme Court]. I am not competent to 
answer." After conceding that "one man's luxury is another man's employment," 
Delfim Netto said the statements by the CNI [National Confederation of Industries ] 
president, Albano Franco, to the effect that the measure would cause businesses to 
fail astonished him: "it would appear that he was speaking against almost any so- 
lution other than this one."' He then asserted that this "necessary" expense for 
medical care must be financed by all sectors of society. 


"To provide this financing consumption must be cut somewhere else. It is a physi- 
cal problem. If we must finance the deficit this will represent a sacrifice by 
some sectors. But we are in a position to grow 5 percent," he continued, and con- 
cluded that "making economic policy is difficult because people do not understand 
there are physical restrictions and no one wants to take unpopular positions," 


Domestic Interest Rates Will Fall, Says Delfim 
Domestic interest rates will fall in 1982 because in the monetary budget, now in 


the final stage of preparation, the government has decided it will borrow less 
money in the domestic market. That assurance is made by Planning Minister Delfim 
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Netto, who cited less dependence on domestic borrowing as one of the measures con- 
sistent with reduction of interest rates next year. This year, as the government 

had to take out many domestic loans, interest rates rose, as the planning minister 
explained, because "public borrowing must pay more, the more the funds are needed." 
But, he said, in the 1982 monetary budget there is less dependence on domestic loans. 


"Certainly, domestic interest rates will fall," he added, listing additional reasons 
for his belief: lower foreign interest rates; reduction of the rate of inflation 
(which he expects to be less than 100 percent this year), with a lower rate of mone- 
tary correction and nominal interest, After acknowledging the difficulties caused 
by the balance of payments he said the improvements already cbtained have created 

an opportunity for a return to growth. "We are going to do that, trying to choose 
sectors that mature rapidly, that produce exports and that have a low import coeffi- 
cient,'' he continued. 


At the closing ceremony of the Third Brazilian Congress of the Electric and Elec- 
tronics Industry, Planning Minister Delfim Netto acknowledged that the sector went 
through a severe adjustment process, as the balance of payments led to a reduction 
of sales. He asserted, however, that this was not produced by government policy: 
"With the rise in interest rates, consumption of goods produced by companies as- 
sociated with the ABINEE fell, but in 1982 we will have a recovery." 


In his speech he seid he prefers applause and so would like to be in December 1980 

to celebrate a 12 percent increase in industrial production. But he asked everyone 

to recognise that the government was not conducting a "purge" nor did it wish to ° 
penalize industry, because its primary objective is economic development. 


"T don't feel comfortable in the straitjacket of controls and I would prefer to 
avoid certain restrictions. But we had to settle our balance of payments. We 
could no longer continue depending upon foreign savings. This would lead us to 
bankruptcy. Courage was needed to make the necessary adjustments. You can do what 
you want to do only if you are able to and if you do what you are able to do you 
end up doing what you want. We are suffering, but we are making progress," he 
remarked, commenting further on the reduction in the rate of inflation, the trade 
surplus and the adjustment to the energy crisis. 


Delfim Netto reminded them that reduction of oil imports to 700,000 barrels a day 
was not due to the industrial slump but rather to increased domestic production, 
substitution of alcohol and conservation practices of business. "The ‘baron’ on 
television showed that much could be saved and that, if invested in the financial 
market, could be an additional source of income," he asserted, pointing out that it 
is now possible to return to using a portion of imports to promote growth of the 
industrial sector. 


He acknowledged that monetary policy has a way of making the policy unpalatable, 
but that the objective was to reduce the amount of imports and favor mainly agri- 
culture and exports. In this regard, he said the electro-electronic sector must 
increase its exports, which it will do more easily if it is able to expand domestic 
demand to reduce costs. "We are going to grow again, simply by working. But we 
will work more happily because we will nt have to restrict consumption so much. 
When we meet again in 1982, you will see that we will have accomplished what we 
plan to do: development," he concluded. 
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"Expansion of 5% in GDP Ls Futurology' 


Brasilia--Herbert Levy, federal deputy and board chairman of Itau Bank, yesterday 
called Planning Minister Delfim Netto's prediction of a 5 percent increase next 
year in Gross Domestic Product "futurology,"’ because in the deputy's opinion the 
Brazilian economy this year does not reveal good prospects for 1982. 


Levy termed "deplorable'' the negative growth "that will be recorded in industrial 
production" this year and, recalling that the situation is not tavorable, referred 
to Labor Minister Murillo Macedo's confirmation of 2.5 million unemployed in the 
nation, "quite aside from other problems created for producers, for example.'"' He 
further said that "the social price being paid for carrying out this economic policy 
is exorbitant." 


But Jose Carlos Moraes de Abreu, the bank's general manager and a member of the Na- 
tional Monetary Council [CMN], believes the economy will be reactivated in 1982, 
"not at a rate proper for Brazil, but that should increase gradually beginning in 
1982.'"" In his opinion, the major problem to be solved by the government next year 
will be reducing the unemployment rate. 


Moraes de Abreu, moreover, sees the possibility of lower domestic interest rates 
due to lower inflation aud international interest rates. But he believes reducing 
the domestic rate will depend essentially upon reducing government sxpenditures. 
"If the government must finance a very large deficit, as it did this year, it will 
have to offer a high rate of interest to attract funds," he argues. 


Deputy Herbert Levy believes that unless interest rates are reduced "there will be 
widespread bankruptcies because business can no longer afford the current cost of 
money, which is between 120 and 150 percent." 


Both Deputy Levy and CMN member Moraes de Abreu were present yesterday at the inau- 
guration in Brasilia of the first Itau branch bank outside of Sao Paulo State, 
which will use the computer-assisted Itau-Tec system, 


Galveas Says 1982 Growth Will Be the Greatest Possible 


Rio de Janeiro--"The government's desire is that the economy grow in 1982 at the 
highest possible rate," Finance Minister Ernane Galveas said yesterday when asked 
to make his prediction for next year. 


So as not to completely avoid giving figures, Calveas said that production in 1982 
is very likely to improve, as the farm crop promises to be satisfactory, in view 
of the 3 to 5 percent increase in planted area, according to the latest data from 
the Agriculture Ministry in his possession, 


"At times,"’ the minister said, “it is not possible to attain the desired growth be- 
cause conditions do not permit, The gove -nment," he added, "must not permit greater 


pressure from imports nor a decontrol of inflation and there are restraints that 
limit economic expansion. If it were up to the government, we would grow 10 per- 
cent every year." 














But he also believes the poor performance by the industrial sector this year and 
high interest rates favored inventory liquidation, which created better conditions 
for growth in 1982. He also assumes that exports will benefit from lower interna- 
tional interest rates because they create a trend toward greater sales of commodi- 
ties and raw materials in foreign markets. 


But Caveas asserts the government will not conduct an administrative program by 
CACEX [Foreign Trade Department] to increase imports to fill the gap resulting from 
a trade surplus this year, As far as he is concerned, imports will increase as 
nuch as economic activity permits, 


Government policy in 1982 will be exactly the same as it was in 1981: to limit in- 
flation, the issuing of currency and the money supply will increase less than the 
rate of inflation, the policy for monetary and exchange correction will keep 
pace with inflation and the exchange rate will keep pace with monetary correction, 


When asked about the possibility that, with such a policy, annual monetary correc- 
tion would be greater than inflation beginning in January and February, Galveas as- 
serted that even if that happens the policy will not be changed and the difference 
will be absorbed in the long run, For the present, the government does not intend 
to deduct foreign inflation from the exchange-rate correction. It would be ideal 

it the 10 percent premium over the INPC [National Consumer Price Index] adjustment 
being paid to Social Security pensioners who receive up to three times the minimum 
wage had been eliminated, But as Congress did not pass this, the government must 
find another source of additional funds besides the increase in the IPI on nonessen- 
tial goods to cope with the deficit in the Social Security system. 
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COUNTRY SECTION BRAZIL 


GALVEAS ESTIMATES MIDDLE EAST TRIP TO YIELD $2.5 BILLION 
Sao Paulo 0 ESTADO DE SAO PAULO in Portuguese 27 Nov 81 p 27 


[Text] Rio de Janeiro--Finance Minister Ernane Galveas estimated in Rio yesterday 
that the mission he led to Saudi Arabia, Iraq, Kuwait and Bahrain could yield sales 
and financing of about $2.5 billion in a period of 5 years. He further expressed 
much optimism regarding the opportunities that are opening up for Brazilian business 
in that region, especially in the sectors of engineering services, building materi- 
als, foodstuffs and mining. 


According to the finance minister, the great obstacle for Brazilian exports to the 
[words missing]: the cost of shipping a Volkswagen from Japan [as published] to 
Saudi Arabia is $200, whereas it costs $800 from Brazil. 


In view of the size of investments that these countries are now making for modern- 
ization and industrialization of their economies, Galveas believes there is a broad 
potential market for Brazilian goods, pointing to Iraq, the most populous of them 
(14 million inhabitants) and with a 5-year plan (1981-85) that provides for invest- 
ments of $26 billion this year and $35 billion in 1985. It happens that Iraq is a 
socialist country in which all business firms are state enterprises and which does 
not permit enterprise to continue making investments in associations such as that 
of the Brazilian-Iraqi Bank, whose headquarters will now be here. But in the case 
of the automobile industrial park planned by the Iraqi government, Volkswagen of 
Brazil is seeking a place with good prospects of success, 


As to Kuwait, the best prospects are in the nature of investments that may be made 
in Brazil, as it is a great financial center with a stock market considered the 
world's eighth largest, although the country has only 1.2 million inhabitants and 
little intention of becoming an industrial center, The Kuwait Government, accord- 
ing to the finance minister, is quite satisfied with the ABICO (association of 
Kuwaiti and Brazilian capital), which intends to invest $300 million in a project 
for raising sheep, probably in Bahia. 


Saudi Arabia is the inverse of Iraq. Everything is governed by market forces and 
all business is conducted by private companies except for public works. Galveas 
said that, subject to price and quality, Brazil has ample possibilities for ex- 
porting goods and services. To give an idea of the potential, the Saudis import 
annually 5 million head of sheep and to take advantage of that market Brazil should 
be equipped with special ships to transport live goats--the traditional Arab method 
of importing, according to the finance minister. 
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COUNTRY SECTION BRAZIL 


EMBRAER EXPORTS TO TOTAL $100 MILLION BY YEAR'S END 
Rio de Janeiro 0 GLOBO in Portuguese 23 Nov 81 p ll 


[Text] Sao Jose dos Campos--Despite the difficulties it has been facing, expecially 
in selling its products for the domestic market, the Brazilian Aeronautics Company 
(EMBRAER) will close out the year selling more aircraft abroad than in the years of 
1978 and 1979 combined. By the end of December the company will have sold in the 
foreign market 50 aircraft of the Bandeirante, Xingu and Xavante types, worth a 
total of about $100 million. In the domestic market, however, there has been a sig- 
nificant decline, as sales reached a little more than half the 373 units sold in 
1980 and which would indicate a billing of 4.3 billion cruzeiros. 


EMBRAER marketing director engineer Ozilio Carlos da Silva thinks it would be a 
real achievement if domestic sales this year amount to two-thirds of what was sold 
last year, For the present there are no more exact figures available. The company, 
trying to expand sales, especially of agricultural aircraft, set up a system of di- 
rect financing that has been functioning since 2 November and will remain in effect 
until 31 December and that so far has not received much market response, 


Abroad 


Showing mainly its Bandeirantes, and now with the Brasilia, which is an elongated 
version of the Bandeirante that seats 30 passengers, EMBRAER was trying to expand 
its activities abroad by participating in several international fairs and meetings 
and opening several sales agencies. According to Ozilio Silva, one of the mcst im- 
portant steps was EMBRAER participation in the meeting of regional airline operators 
in the Unites States during the 2d week of November. During that event EMBRAER in- 
augurated the office of its subsidiary company in that country, where buyers can 
now conduct negotiations directly with the Brazilian Aeronautics Company. 


The trend in the United States market is toward standardization since for several 
months the air traffic controlers strike has forced U.S. regional airlines to oper- 
ate at only half their capacity, deterring additional purchases of aircraft. At 
the present time 58 Bandeirante aircraft are operating in that country and there 
are many proposals for new contracts being analyzed and negotiated with U.S. fi- 
nancial agencies. In Europe the economic crisis and high interest rates have also 
hampered aircraft sales. 
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Meanwhile, EMBRAER is seeking to open new markets, especially in Asia, where the 
company participated in an Asian aerospace conference and exposition in Singapore 
during September, where the Bandeirante and Xingu were demonstrated to representa- 
tives of Japan, South Korea and Pakistan. "We have no doubt," said Ozilio Silva, 
"that as a result of this exposition EMBRAER will sell many aircraft to Japan and 
Australia." 


Over the long term the company hopes to penetrate the market in China, which its 
directors visited this year. Ozilio Silva, however, believes the Chinese market is 
very difficult to penetrate, "where many meetings and studies and even at times 
some political sacrifices by the exporting country are required.'' He explained 
that China is a large market, but for manufactured personal and household goods, 

as the Chinese are manufacturing their own aircraft and air transport is limited, 
although there are several areas of application for Brazilian aircraft. 


Americas 


EMBRAER's marketing director reports that this year the U.S. market should absorb 
30 to 35 Brazilian aircraft, with even better prospects for 1982, especially if 

the expected lower interest rates are confirmed. In the United States only the 
Xingu, an executive aircraft, and the Bandeirante, for passenger transport, are 
being sold. In December EMBRAER will be visited by representatives of the Canadian 
Ministry of Industry and Commerce and expects at that time to open negotiations 
with that country. 


Latin America is a market almost entirely peuetrated by EMBRAER. Countries such as 
Paraguay, Chile, Argentina and Ecuador have begun negotiations with the company. 
The Latin American market is more diversified, as light aircraft as well as those 
with civilian and military applications are being sold. 


In Brazil EMBRAER expects to sell 278 light aircraft this year, which would repre- 
sent a sizable decline from 1980, when 373 aircraft were sold. 


"In January of this year," says the marketing director, "we lowered the forecast as 
a result of the country's domestic difficulties and now it looks like our perfor- 
mance will be even worse.'"' To try to cope with the situation, EMBRAER set up a 
direct-financing plan for purchasing the aircraft, but until now does not know ex- 
actly what results have been achieved. 


"The direct financing we are doing, he stresses, "is a heavy drain on the company 
and cannot last very long because in a short time we would have to seek money out- 
side the company." 


The most important factor at this point is definition of the system and mechanism 
for rural credit for next year, as that is the market that is best able t» buy cer- 
tain types of aircraft made by EMBRAER. According to Ozilio Silva, it is not im- 
portant if rural-credit interest rates are raised, as in any event the rates will 
be lower than market rates and what the farmer values most is the system, operation 


and very existence of rural credit. If rural credit opens the possibility of buy- 
ing aircraft for agricultural use, EMBRAER will recover its income in the domestic 
market within a short time. 
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In the Red 


The last 3 years of economic crisis have caused EMBRAER to operate "in the red"; 
that is, at a loss. . 


Increased exports and domestic sales in some cases did not cover inflation. More- 
over, in recent periods EMBRAER's foreign expansion was not enough to make up for 
lower domestic sales. In 1979, for example, the company sold 48 aircraft of the 
Bandeirante, Xingu and Xavante types, billing $70 million. The following year ex- 
ports increased to $84.1 million, from the sale of 58 units of the same types. 


This year, according to records as of 15 November, EMBRAER exports totaled $70.3 mil- 
lion for 44 aircraft. There are negotiated contracts waiting for financing covering 
15 additional units, which will represent another $25 million. By the end of the 
year the company's exports could reach $100 million, 20 percent more than last year. 
Immediately after the beginning of the year EMBRAER expects to make a sale of sev- 
eral more airships in the United States, which could enable EMBRAER in January to 
reach the goal of exporting $120 million initially forecast for 1981. Total sales 
last year were 9.1 billion cruzeiros; this year, through 15 November, sales volume 
had been 13.1 billion cruzeiros, split almost evenly between the domestic and for- 
eign markets. 


Within the company it is believed that 1983 will be the year of recovery. About the 
middle of that year the T-27 aircraft will be making its first flight. Called the 
Tucano, it is a turboprop for military training that already has a contract with 

the Air Ministry for 170 units. According to Ozilio Silva, this will be EMBRAER' s 
major export product, almost without competition abroad, in that those whose fea- 
tures are most similar to it, the Pilatus and the Beechcraft Mentor, are older. 
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COUNTRY SECTION BRAZIL 


NATIONAL STUDENTS UNION HOLDS CONGRESS IN CABO FRIO 
10,000 Students Expected 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 29 Oct 81 p 12 


[Text] The 33rd Congress of the National Students Union --UNE-~should gather 
nearly 10,000 persons, between delegates and participants, as of 12 November 

in the cities of Araruama and Cabo Frio, region of the Rio de Janeiro Lakes. 

The students ‘ave the support of the prefectures of the region, which have 
already provided shelters and buildings for the meetings for the four days of the 
gathering. 


Homage to composer Vinicios de Moraes, one of the authors of the organizational 
hymn, will be paid during the opening of the Congress. According to the orga- 
nizers, all Brazilian composers who were partnered with Vinicius in making music 
will be present for the presentation of a performance. 


On the 12th and 13th, the groups of delegates will begin the sessions which will 
deal with the subjects "Situation of the Brazilian University and its Alterna- 
tives," National Political Situation," "International Situation," "Departments 
of the UNE" and "Statutes and Letter of Principles." On the 14th and 15th, 
general assemblies will be held. 


Several parallel activities are also scheduled such as competitions, handicraft 
fairs and minishows. 


The 33rd Congress will discuss the proposals for restriction of the rates of 
increases for private universities in 1982, increases in scholarshins, also for 
1981; participation by the organization in discussions by the Ministry of 
Education and Culture [MEC] on next year's budget; election of rectors and 
directors of state university schools and particpation by the students by at 
least one-fifth in the collegiate bodies. 


Criticisms 


"The crisis of the student movement could become a defeat if the bureaucratic, 
boastful and authoritarian orientation of the UNE continues," says the president 
of Minas Gerais State Student Union (UEE-MG), Americo Antunes, and is the first 
of the subjects to be discussed at the 27th Congress of Minas Gerais Students, 
which should gather between 200 and 300 delegates in the Law School on 31 October 
and 1 and 2 November as a preparation for the UNE Congress. 
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On the item "Evaluation of the Student Movement," the UEE-MG will make a 

proposal for the innovation of "the practice of the movement with more democratic 
interaction," according to Americo Antunes, who argued that "the difference 
between the UEE-MG and the UNE is due to the fact that we consider the movement to 
be in crisis, with the studeats discrediting and disbelieving the leaders of the 
organizations, while the UNE boasts that the movement is victorious." 


Congress Is Initiated 
Rio de Janeiro O GLOBO in Portuguese 12 Nov 81 p 12 


Text] The 33rd National Student Congress sponsored by the UNE begins today with 
a meeting of all participants at the Hermenegildo Barcellos Stadium in Arraial 

do Cabo, Cabo Frio. Its subsequent meetings will be held simultaneously in 

Cabo Frio and Araruama with the support of the prefectures of both cities. Five 
thousand students will be housed in Cabo Frio and 5,000 in Araruama, with plenary 
sessions scheduled in both cities for discussions of the following subjects: 
"Free Elections," "Cost of Living," "Better Educational Conditions" and 
"Unemployment and Inflation." 


The Congress, whose opening will be attended by the president of the Workers 

Party [PT], Luiz Inacio da Silva, "Lula," and the president of the PMDB 

(Brazilian Democratic Movement Party), Deputy Ulisses Guimaraes, will be closed 
Sunday in Cabo Frio at the Hermenegildo Barcellos Stadium, at which time the sub- 
jects discussed will be approved and the guest authorities will speak. The other 
prefects of the municipalities of the Lakes Region who support the gathering should 
attend. 


Like the prefect of Cabo Frio, Altevir Pinto Barreto, the prefect of Araruama, 
placed the buildings of the municipal schools at the disposal of the sponsors of 
the Congress for the housing of the participants who come from all parts of the 
country, also granting the use of the kitchens of those establishments for the 
preparation of meals. The food will be supplied by several commercial enterprises 
who agreed to support the gathering in response to a request by the prefects. 


Candidates Deny Charges 
Sao Paulo 0 ESTADO DE SAO PAULO in Portuguese 14 Nov 81 p 14 


[Text] Arguing that it is "an advanced form of democracy such as that used in 
some countries, the United States, for example, the two candidates to the UNE 
presidency, Francisco Javier Alfaia of Bahia and Luis Alencar Furtado of 
Pernambuco, yesterday answered the charge that the present system for selecting 
new leaders for the organization is an indirect election--because it is done by 
delegates--which would be a contradiction with respect to the principles they 
defend on the political field of a free and direct selection of candidates to 
elected positions. 
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According to Alfaia and Alencar Furtado, the fact that the new slate to be voted 
on in a Congress such as the one being held in Cabo Frio, where 2,500 participants 
face problems of organization and housing, with many of them sleeping in bath- 
rooms and overcrowded classrooms, is an example of advanced democracy because this 
is what happens in the United States where the president is elected by a college. 
"The only thing we did," intervened Aldo Rabelo, now president of the UNE, "was 

to make sure we impugned all the delegates who were not elected by the students of 
their schools and no fewer than 16 of them were impugned because the records of 
their elections showed fraud. Moreover," he emphasized, "an election in a 
Congress is more democratic because political discussions become more in depth.” 


The discussions promoted yesterday on the second day of the UNE assembly dealt 
with a subject considered the most controversial up to now by the student sector: 
The selection of the new leadership for the organization and the support which 
each candidate receives from clandestine leftist parties. Although the subject 
aroused general attention, the presentation and defense of points of view took 
place in an almost veiled manner. Francisco Javier Alfaia--virtually considered 
the next UNE president for the next period, who has the support of the PC do B 
[Communist Party of Brazil], and Luis Alencar Furtado, who is supported by the 
MR-8 [Revolutionary Movement-8], particularly avoided making comment on their 
commitment to political factions, explaining only that the election depends 

on the votes of the delegates of other student factions. On this UNE President 
Aldo Rabelo declared: "We do not question the support each candidate may have 
from any party, clandestine or not, because the UNE does not make any type of 
discrimination.” 
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COUNTRY SECTION BRAZIL 


FUTURE COURSE OF LABOR UNION MOVEMENT DEBATED IN BRASILIA 
Brasilia CORREIO BRAZILIENSE in Portuguese 16 Nov 81 p 6 


[Text] The three main currents of the Brazilian labor-union movement will be de- 
bating their ideas today beginning at 1900 hours in the Brasilia Cultural Center. 
Luis Inacio da Silva (Lula); the president of the Santos Metalworkers Union, 

Arnaldo Goncalves; and the president of the National Farmworkers Confederation 
(CONTAG) , Jose Francisco da Silva, will be discussing the direction of the Brazilian 
labor-union movement, the Single Workers Federation [CUT], the general strike 
against unemployment and holcing the National Congress of Workers in August 1982. 


Lula, Goncalves and Jose Francisco are members of the National Commission for a 
Single Workers Confederation [Pro-CUT], elected at the recent National Conference 
of the Working Class (CONCLAT). Lula, president of the Workers Party and former 
president of the Sao Bernardo do Campo Metalworkers Union, is one of the leaders of 
the National Coordination of Popular and Labor Movements (ANAMPOS) that includes 
labor-union leaders connected with the PT [Workers Party], PDT [Democratic Labor 
Party], some from the PMDB [Brazilian Democratic Mobilization Party] and others 
without party ties. This labor-union current is opposed to that led by Arnaldo 
Goncalves known as ''Labor Union Unity," which includes labor-union leaders connect- 
ed with the PMDB. Jose Francisco leads the group of rural labor leaders closest 

to the CONTAG, 


At the CONCLAT, which was held last August, the CONTAG leaders established a posi- 
tion equidistant from the two other currents until the moment when the National 
Commission for the CUT was to be elected: Goncalves and Jose Francisco are on 

Slate 1. ("Labor Union Unity"), whereas Lula proposed Slate 2 ("CUT for the Rank 

and File"). As the plenum of over 5,000 delegates was divided and it was impossible 
to count the votes, the two slates eventually reached a compromise. 


Unity 


Lula, Goncalves and Jose Francisco were important elements to assure unity of the 
three currents and prevent CONCLAT from ending with a split in the Brazilian labor- 
union movement. They are now working to remain unified in the work of the Pro-CUT 
commission to assure holding the National Workers Congress in 1982. The National 
Pro-CUT Commission met all day yesterday at the CONTAG headquarters and will have 
an open meeting at 1300 hours today with the caravans of labor leaders who came 
from several states to decide what to do about the government's failure to respond 
to the demands submitted to Planalto Palace on 1 October. 
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The demands approved at the CONCLAT were registered at Planalto Palace after Acting 
President Aureliano Chaves refused to admit the labor-union delegation that came to 
deliver the document. According to the CONCLAT resolutions, 16 November [today] is 
the deadline for the government to answer the demands, "On that day," according to 
the resolutions, "the workers will meet to decide on the procedure for calling a 
general strike," 


At the evening's discussion, the main topic will certainly be the general strike, a 
proposal suggested by a group of Sao Bernardo do Campo labor unions and announced 
by Lula on 1 May. Lula and Goncalves have different views about the general strike 
and Jose Francisco has not yet expressed himself explicitly about the proposal, 
During the discussion, sponsored by the Pro-CUT and by the Brasilia Interunion 
Front, the official publication of CONCLAT will be launched: "All About CONCIAT: 
The Road to a Single Federation," which contains the resolutions and report of the 
meeting. 
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COUNTRY SECTION BRAZIL 


HEAVY INVESTMENTS IN AEROSPACE INDUSTRY FORESEEN IN ‘80's 
Rio de Janeiro JORNAL DO BRASIL in Portuguese 23 Oct 81 p 15 


[Text] Research and development of the Brazilian aerospace complex will receive 
large investments in the decade of the 80's and for this purpose Minister of 

Air Delio Jardim de Mattos called a meeting of the Air Force High Command in Sao 
Jose dos Campos for a discussion of the new guidelines of the Basic Plan. 


Sources of the Aerospace Technology Center--CTA--the agency responsible for 

the planning and execution of the research and development policy in the Ministry 
of Air, said the meeting was for consolidating the government policy which 
decided an expansion of the aerospace complex to be the first priority,since the 
country became self-sufficient in the wector and exports have a favorable total 
in the trade balance. 


Imports: Zero 


Thanks to the CTA, the Brazilian Air Force [FAB] has almost 70 pneicent nationally 
built components in its aircraft and equipment. According to the same sources, 

the growth of the sector in this decade should be e-n greater than that of the 
last decade due to the actions taken in policy in tiie area. In 1974, nearly 740 
aircraft were imported, however, 6 years later, imports were reduced to practically 
zero. Only the large aircraft of the commercial companies will have to be pur- 
chased abroad in coming years, while at the same time there will be a constant 
modernization of the FAB equipment provided by national industries only. 


CTA sources believe the consolidation of the Brazilian aerospace industry is 

an undeniable fact since now,despite the economic situation the country is 
undergoing ,our technology is moving toward a definitive consolidation due to the 
efforts by private and government organizations. All these factors lead one to 
believe that constant investments in the sector will not be halted or reduced. 
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COUNTRY SECTION BRAZIL 


GERMAN FIRMS TO HELP BULLD SUBMARINE AS OF 1984 
Brasilia CORREIO BRAZILIENSE in Portuguese 29 Oct 81 p 9 


[Text] As of 1984 Brazil should begin construction of 1KL 209 submarines at the 
Rio de Janeiro Naval Shipyard. These submarines will be built with help of 
Germany. This agreement will in no way interfere with, or use, the nuclear 
technology agreement signed in 1975, which includes the construction of a 
nuclear powered submarine. 


“he Brazilian Navy has already requested from Germany the major details on the 
plans for a submarine offered to this country. That submarine, however, is 
known to be conventional and very important points such as the national con- 
struction of equipment, financing and the question of payments will be studied. 


Other countries in addition to Germany offered to produce submarines in Brazil but 
the decision on which of the plans to be used still depends on several questions 
asked of Germany. 


The agreement for the construction of the submarine, which will be completely 
nationally built witloout any foreign components, involves between 30 and 40 
German firms and the Brazilian Navy. The main contractors are Ferrostaal, 

which will transfer the concepts and the basic plan in addition to the tech- 
nology for the manufacture of antimagnetic steel for preventing sonar from 
detecting the submarine, and the Howasdtwerk, a Kiel shipyard, which will transfer 
the know-how for the construction itself. The Varta Batterie A.G. transferred 
the technology for the manufacture of submarine batteries to its Brazilian 
subsidiary, Saturnia, several months ago. 
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COUNTRY SECTION BRAZIL 


STEEL PRODUCTION DROPS IN FIRST 10 MONTHS OF 1981 
Sao Paulo 0 ESTADO DE SAO PAULO in Portuguese 7 Nov 81 p 24 


[Text] National steel production, measured in raw steel, from January to 
October of this year reached 11,176,000 tons, a decline of 12.2 percent by 
comparison with a like period last year. In October 1,022,900 tons were 
produced, compared to 992,800 in September and 1,351,000 in October 1980. 


The numbers of the preliminary statistical report of the National Nonferrous 
Metals and Steel Council (CONSIDER) indicate that in the area of primary metals 
the overall results were also negative. From January to October, 212,900 tons 
of aluminum were produced, a decline of 2 percent by comparison with an 
identical period in 1980; 30,257 tons of lead (down 19 percent); 6,315 tons 

of tin (down 16.1 percent), 1,957 tons of nickel (down 7.5 percent) and 74,429 
tons of zinc, the only metal which showed an increase by comparison with the 
first ten months of 1980 (up 17.8 percent). 


The production of rolled steel by October was 9,360,600 tons, 12 percent less 
than during the first 10 mmonths of 1980, of which 5,019,400 tons were flat 
sheets and 4,341,200 tons of shaped sheets. In October alone, 865,600 tons of 
sheets were produced, 25.4 percent less than in October of 1980, but more 

than the 808,600 tons produced in September of this year. 


The large mills of SIDERBRAS [Brazilian Iron aud Steel Corporation], a holding 
company of the state iron and steel industry, had negative results from January 
through October by comparison with last year. COSIPA [Sao Paulo Iron and Steel 
Company] produced 2,081,200 tons of raw steel during the period, 15.2 percent 
less than in 1980, while the National Iron and Steel Company produced 1,959,500 
tons (down 4.3 percent) and USIMINAS Minas Gerais Iron and Steel Millis, Inc] 
produced 1,965,300 tons (down 27.2 percent). 


Of the 41 iron and steel companies existing in the country, according to the 
CONSIDER report, only the following companies had a production higher than that 
of last year: Acesita, controlled by the Bank of Brazil, up 14.6 percent; 
Dedini, up 23.9 percent; Eletrometal, up 4.6 percent; Fi-el, up 5.1 percent; 
Itaunense, up 12.7 percent; Mafersa, up 2 percent; Usiba, up .9 percent; Vibasa, 
up 197.2 percent and Cosinor, up 248.4 percent [All expansions unknown]. 
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COUNTRY SECTION CHILE 


STEEL COMPANY SUPPLIES MOST OF COUNTRY'S DEMAND 
National Production 
Santiago EL MERCURIO in Spanish 8 Nov 81 p Bl 


(Text | The national steel market, represented by the Pacific Steel Company (VAP), 
experienced an increase in the productivity of national iron and stee] processes 
during 1980 and the first 8 months of 1981. 


There was also a rise in the importation of steel products of different qualities, 
similar to what is produced in Chile, or high-technology products, utilized espe- 
cially in the manufacture of electrical and electronic appliances. 


Between January and August of this year, steel production reached 364,073 tons of 
finished products, which represents an increase of 5.3 percent over the same 
period of 1980. 


In 1980 CAP activities earned profits of $26,118,000, which indicates its growth 
within the national economy. 


CAP Operations 


Basically the Pacific Steel Company engages in two activities: steel production 
and iron mining, with deposits in the El Romeral, El Algarrobo and Santa Fe mines. 


Huachipato Steel Production 


This plant, located on San Vicente Bay, northwest of Concepcion, Region VIII, has 
an installed capacity to produce 800,000 tons of cast steel a year. 


The Huachipato factory is an "integrated plant,'’ which means that steel is made 
trom iron ore and is processed into finished goods that meet about 85 percent of 
national demand for elements such as bars, plates, shapes, pipes, etc. 


in 1980 the production of steel ingots reached 694,785 tons, all of which was sent 
the domestic market. 


Although Huachipato operated at full Capacity, the growth of internal demand for 
steel products, partly due to construction, was greater than the supply. Thus it 
was necessary to import about 16 percent of finished steel products. 
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On the domestic market, CAP markets basically two kinds of steel products: plates 
and bars. 


Among the plate products are thick and thin plates; in general, whatever is used 
to protect a surface (for example in the manufacture of closed seam products). 


The bar products include cylindrical objects such as round bars for concrete, 
straight or in coils, bars for structural use, thick, flat, square and angle bars. 
These products are also used in the manufacture of wire, nails, screws, etc. 


Mining Deposits 


The El Romeral deposit in Coquimbo produces an ore with an iron content of 62 to 
65 percent. Most of it is exported, although it also serves as a source of iron 
ore tor Huachipato. 


The Atacama mining deposits of El Algarrobo have an iron content of 57 percent. 
Other deposits are the Santa Fe deposits in Atacama, and the Antofagasta deposits. 
Their production has dropped because the ore obtained there has a high phosphorous 
and sulfur content. 


Treatment of Ore 
In order to eliminate the phosphorous and sulfur impurities of the iron ore, CAP 
has built a "refining'"' plant in Huasco (pelletizing). This plant supplies five 
maior Japanese steel plants. 


Steel Company Investments 
Santiago EL MERCURIO in Spanish 8 Nov 81 p Bl 


Text The Pacific Steel Compary believes that growing demand for steel products 
in the next 5 years will reach a total of 1 million tons. At present it could meet 
80 percent of that demand. 


To increase production, the company has considered various investment projects in 
steel processing as well as mining. 


Investment Projects 


In steelmaking, the company has plans to build a coke plant with an annual produc- 
tion capacity of 560,00C tons. Imported coal will be used until new deposits are 
discovered in this country in sufficient quantities and with the required quality. 


The present coke plant's production falls year after year, making it necessary to 
import about 4O percent of the ccke needed by the Huachipato steel plant from Japan. 


Another investment considered by CAP is the installation of continuous casting 
equipment in the Huachipato plant. In addition to raising the capacity to produce 
semi-finished goods, this would reduce petroleum consumption. 


With regard to mining, the pellets plant and the port of Guayacan are to be expan- 
ded. Thus, larger ships will have access to the port, and freight costs, particu- 
larly to Japan, can thus be reduced. 
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COUNTRY SECTION CHILE 


GOVERNMENT INTERVENES IN TROUBLED FINANCIAL INSTITUTIONS 
Economic ~*~ lications 
Santiago EL MERCURIO in Spanish 5 Nov 81 p Bl 


[Text | The recent measures adopted jointly by the Central Bank and the Superinten- 
dency of Banks to intervene in the operation of eight financial institutions 
involve significant economic repercussions that must be analyzed carefully. 


The consequences stem from the decision by economic officials to provide a govern- 
ment guarantee to back up all the institutions' earnings, Savings and depc3its. 
The intervention is the result of the fact that those entities, due to "deficien- 
cles of administration," do not have enough resources to be able to return such 
funds to depositors. Therefore, the state will make up the difference, probably 
through the Central Bank or the State Bank. 


The situation today is different trom that of the interventions that took place 
4 years ago, since at that time authorities agreed to return savings only up to a 
ified amount, expressed in Units of Development, in order to protect smal] 
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However, in the case that concerns us today, the state guarantee seems to be unlim- 
ited, according to official statements. While the Superintendent of banks indicated 
that "the return of savings is completely guaranteed," it was also stated that 
"the Central Bank of Chile will continue to lend these institutions the financial 
Support that is necessary." 


Need to Issue Currency 


So far the public has not been informed of the amount of funds economic 
authorities must spend to cover the losses of the banks and institutions that have 
been the subject of intervention, and this lack of information has once again 


sparked many rumors about the matter. 


imy Case, 1t seems clear that the Central Bank will have to issue more currency. 


The printing of more money and the consequent expansion of credit will trarslate 


in the short term into an increased liquidity in the economy. It will also help 
-urb the upward trend in interest rates. 
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it is well known that in a small, open economy with a fixed exchange rate, as in 
Chile's case, printing more money does not result in more inflation, but in the 
loss of international currency reserves. 


The excess liquidity cannot, in general, affect the rise of domestic prices signif- 
icantly, because they basically depend on international prices. But it can mean a 
short-term rise in prices for those goods that are not exported or imported. 


At any rate, a major part of this increased liquidity will translate into 
purchases of imported goods, which will erode the international reserves built up 
it the Central Bank. 


Bank Loan Restrictions 


In order to prevent the printing of more currency from having a strong influence 
on domestic credit, the Central Bank has decided to raise the marginal cash 
reserve requirement in order "to increase it in all deposits and earnings in 
currency, whether demand or time deposits, above the average balance that was 
shown in October 1981."' The new reserve requirement, according to the official 
gazette of last Tuesday, will be 20 percent, as opposed to 10 percent earlier. 


A higher cash reserve requirement tends to limit the availability of credit that 
would result from issuing more currency. 


Similarly, the measure reduces the risk the bank runs by making financial institu- 
tions keep a higher percentage of their deposits and earnings in cash. 


In any case, it should be stressed that the macroeconomic impact of this situation 
will depend on the amount of money that is issued. Apparently, part of it has 
already been issued recently, so it is not expected that the rest will represent a 
Significant percentage of the money in circulation. 


Central Bank President's Comments 
Santiago EFL MERCURIO in Sparish 7 Nov 81 p Al 


Text. Central Bank Fresident Sergio de la Cuadra indicated yesterday that the 
purpose of the intervention in the eight financial institutions "is to place the 
banks in a situation of high administrative efficiency, but to end the intervention 
later on, as Ceemed necessary; if not, these banks can be sold in the future." 


The president made this statement when approached by reporters after a meeting 
with Minister of Firance Sergio de Castro. The meeting lasted from about 1000 tc 


1200 hours. 


When asked about the amount that the Central Bank and the State Pank have turned 
over to the institutions in question, he said only: "I have no figure or amount." 


In arswer to another quest on about the effect the intervention could have abroad, 
he said: "The effect this could have is to change a little the concept people have 
about the professionalism of Chilean bankers." 
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He claimed that the intervention is not contrary to the economic policy being fol- 
lowed in the country, given that "it is a matter of maintaining that economic pol- 
icy. This is consistent because it is pragmatic. The economic policy here is not 
dogmatic; that should be made very clear," he stressed. 


Regarding a possible effect on the flow of foreign credit, he stated: "That is an 
evaluation that foreign bankers will have to make. I am not in a positicn to do so." 


As to whether there are cther financial institutions with problems, he stated, 
‘just these eight have provisional administrators. Otherwise, they would also be 
in the club." 


When asked to what extent the state will finance this kind of problem, he replied 
that "the decision was made in eight institutions where provisional administrators 
were named. Thet is the extent to which the state has decided to go." 

He added later that this was not a general policy: "It is a case that is being 


dealt with within the limited context of eight institutions, the ones that had 
administrative problems." 
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COUNTRY SECTION CHILE 


PABLO RODRIGUEZ ADVOCATES EMERGENCY POWERS FOR PRESIDENT 
Santiago LA TERCERA DE LA HORA in Spanish 15 Nov 81 p 3 
[Article by Pablo Rodriguez Grez: "Toward a National Emergency Plan" | 


[Text] Unfortunately, the historical process is not as smoothly flowing and regular 
as one would want it to be, Nations do not always progress at the same rate of 
speed nor do they cross paths free of obstacles, Almost without exception, all the 
countries in the world are exposed to sudden attacks, crises, disturbances and 
setbacks, And this is all the more the case for those peoples that have — as is 
now happening in Chile — set themselves economic, political and social goals, 


There can be no doubt that our government is facing an increasingly more difficult 
situation, In the economic domain we are suffering the effects of the worldwide 
recession, aggravated by the rigidity of a model that is not being adapted te the 
new situation, The latest occurrences reveal the fact that production activities 
are experiencing a dangerous depression, The intervention of banks and financial 
institutions will be of no avail if the root of the problem lies in the lack of 
resources of the private sector, whose indebtedness increasingly exceeds its ability 
to pay, Everything seems to indicate that, if the policies that have been applied 
up to now are maintained, the situation will become more critical, bringing with it 
unsuspected social consequences, 


On the other hand, the reappearance of terrorism, evidenced by the attack the chief 
justice of the Supreme Court was the victim of and by a frustrated attempt on the 
life of Foreign Relations Minister Rene Rojas Galdames, demonstrates that this 
regime's secular enemies will lose no opportunity to deliberately increase the mag~ 
nitude of the problems and take advantage of a negative economic situation, 


These facts reveal a perilous combination of circumstances that can go on compli- 
cating the situation until it is out of control, 


Hence the necessity of as soon as possible implementing an emergency plan like the 
one that should have been put into effect at the time of the military insurrection 
in 1973, In this situation the president has a decisive role, He must be invested 
with full power — within the framework of the Constitution — to avoid subsequent 
difficulties that would of necessity arise if the exercise of his command is 
watered down or his powers diminished, Corrective measures for the economy cannot 
be put off, nor much less so can we allow ourselves to feel — even if we are mis- 
taken in so doing — that there is an economic team which operates on the periphery 


70 








of presidential directives and instructions, The same thing happens in politics, 
Maintenance of the moratorium on party activity must be jealously guarded and more 
emphasis must be laid on repression of the terrorist centers that have sprung up 
again thanks to the laxity of the civilian population and the institutional pro= 
gress experienced these past few years, 


Most of the extremists involved in these adventures have reentered Chile after the 
sentences imposed on them by the courts were commted to exile (expulsion from 
Chile), This is demonstrated by the fact that Marxist activists may not be staying 
out of the country as was supposed and that, well trained and supplied by the in- 
ternational comminist movement, they may be returning to sow violence and crime 
among us, They regard their prospects as encouraging due to the progress we have 
experienced in terms of human rights, none of which, as we know, are respected by 
the terrorists when they eliminate or massacre their victims, A setback in such a 
delicate area is certainly not a favorable development, but a general awareness 
which facilitates the action of the security agencies, the members of which daily 
risk their lives to preserve public peace and quiet, is, 


During the past few years some national sectors have gone through a drunken orgy 

of success and a lack of anxiety over politics, The million-dollar deals, the 

wave of import items, easy access to foreign credit, indifference to the social 
cost of the experiment, exaggerated consumer materialism and the displeasure with 
which every critical argument is viewed have been creating a complacent attitude 
that does not appear to be moved by anything, If necessary regulatory intervention 
by the government is demanded, those who propose such action are immediately accused 
of being covert or disguised socialists, If the disproportionate growth of "eco- 
nomic groups" is pointed out, they reply that there is no other alternative to 
statism, If concern is expressed over the influence these groups will in future 
exert on political power, they counter with the argument that imperialism'’s great 
resources were of no avail when the big copper mining industry was nationalized 

and that the money of the old landowning classes did not stop the process of 
agrarian reform, 


But the confused propagandists of ultraliberalism do not yet comprehend that the 
old Chilean system of democracy was slowly eroded by all these factors which point 
to a common denominator: abuse and preponderance of power, Paradoxically, those 
chiefly responsible for the present difficulties —- or the dangerous increase in 
the magnitude of same — advocate a political opening which, if it were carried 
out, would first of all result in burying themselves, 


We must react to this and there is still time to do so, It will probably be too 
late tomorrow, Major crises lose no time in manifesting themselves in all their 
magnitude, We must adopt protective measures to keep them from attacking head on 
and openly, 


“ven though it may mean an institutional setback and postponement of the progressive 
steps that have been planned, a national emergency plan is the best way out of this 
threatening situation, 
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COUNTRY SECTION CHILE 


"MERCURIO' PRAISES GOVERNMENT TREASURY REFORMS 
Santiago LL MERCURIO in Spanish 12 Nov 81 p A3 
[Editorial |] 


[Text] The modernizing advance of the present government is gradually extending 
into all sectors, In this way it is correcting practices that burden an economy 
which is trying to grow by utilizing the abilities and initiative of individuals, 
In the final analysis, development comes from the people, but sometimes their 
abilities conflict with procedures that enormously limit opportunities for growth, 
This was without a doubt the case with almost the entire fiscal apparatus when this 
government took over, particularly in the Internal Revenue Service and the Treasury 
Department, which have been gradually evolving with the aim of turning themselves 
into sufficiently more active departments that are better integrated into the fore- 
most sector of the economy, 


Two recent reforms should be added to the long list of modernizations in this domain, 
One is the fact that the Internal Revenue Service has authorized 18 banks and 6 
finance companies to act as representatives of the Treasury Department in the col- 
lection of all types of tax liabilities and the other is the elimination of all 
municipal treasury offices, whose functions will in future be assumed by the mni- 
cipalities, 


These measures will provide a certain amount of relief for the fiscal apparatus, 

a cedentralization of duties in accordance with the subsidiary role of the govern- 
ment, an improvement of the Treasury Department's tax-collecting function and, 
lastly, an increase in the productivity of the economy which, in the final analysis, 
is the chief source of growth and development, 


The collection of taxes by the banks, replacing the treasuries, is a major step 
forward, chiefly because it will facilitate payment for taxpayers, We cannot los” 
sight of the fact that the fundamental issue is serving the public, The transfer 
of certain Treasury functions to the municipalities and the disappearance of the 
municipal treasuries should be viewed in the same manner, withowt affecting our 
recognition of the fact that a special concern on the part of the officials in- 
volved is necessary, one which, moreover, is provided for in the reforms we are 
today commenting on, 


Over the past few years the Internal Revenue Service has visibly modernized its 


operations and we are beginning to observe the effects of the same in the Treasury 
Department, Interesting advances can be seen in the latter, but we will without 
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a doubt have to apply mich more drive, This department still seems to be somewhat 
exaggerated in size and it is possible that almost all its functions could, on the 
one hand, be performed by the commercial banks and, on the other, by the Internal 
Revenue Service itself, the National Bank or some other state banking agent, 


We must not so easily forget what an enormous governnent apparatus has meant for 
the country and what is still important in making rapid progress, Chile has de~ 
veloped little and, with constant inflation and trade crises, for just this reason, 
The social system was completely distorted by exaggerated statism and the same 
thing happened with our political institutions, which little by little ceased to be 
free and democratic, 


It will be very difficult for the country to achieve economic, social and political 
stability and increased revenue unless it continues to follow a policy of moderni- 
zation and reduction in the size of the government apparatus, which was the chief 
cause of our most recent crisis, Some people, who think that the goverament ought 
to call a halt to its modernization program and the transfer of functions to the 
private sector, do not seem to understand this, If this were to happen, we would be 
mortgaging our future development for stability in addition to losing the chance to 
consolidate a new set of modern and progressive institutions, 


The recent reforms in the collection of taxes and Treasury Department services ine 


dicate that the government is still moving in the right direction and this is their 
chief importance, 
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COUNTRY SxCTION CHILE 


RETURN OF MARXIST TERRORISTS DENOUNCED 
Santiago EL MERCURIO in Spanish 13 Nov 81 p A3 
[Editorial ] 


[Text] Once again, the public has been shocked by acts committed by extreme-Left 
terrorists, the latest of which resulted in the loss of the lives of four of them 
when they were surprised right in the middle of preparations for an attack on the 
home of Foreign Relations Minister Rene Rojas Galdames, 


A few days before they had shot up the car of Supreme Court Chief Justice Israel 
Borquez Montero, who was fortunately not too seriously wounded, 


The explosion and subsequent fire that destroyed the vehicle three of those who 
plotted the first of those attacks were in left their bodies unrecognizable, so that 
it was impossible to identify them or determine their criminal and political re- 
cords, But the fourth, who resisted the police from outside the destroyed car, 
was specifically identified as a man with a record of extremist activities who had 
first been sentenced to a term in prison under the arms control law and whose sen=- 
tence wes then commted to exile, which enabled him to go to Belgium, a European 
country which, in the name of a policy of human rights supposedly ignored in Chile 
due to the fact that it has imposed sentences on individuals like the one referred 
to, gave him shelter in 1977, However, this extremist secretly returned to Chile 
and engaged in terrorist activities without even informing his relatives of his 
presence here, according to what they say, 


Two facts are worth noting in connection with this, The first is that once again 
we are faced with individuals who have been exiled ~— voluntarily, because of a 
court judgment or due to a government decision — who return solely and exclusively 
to attempt to commit crimes against law and order, public safety or the lives of 
individuals in Chile, The second is that a member of the irregular Marxist armed 
forces, in existence before 1973 and referred to as either the MIR [Movement of 

the Revolutionary Left] or the GAP [Group of Personal Friends] or variously named 
communi:;t and socialist "commands" whose objective was to prepare the armed path 

to socialism under Mr Allende's government with the protection and approval of the 
latter, has also recently been involved, 


The two aboveenoted facts ought to provide those movements or organizations claim 
ing to be partisans of domestic peace and harmony with food for thought, those 
which have adopted as their own banner the so-called "Operation Return," without 
realizing that through it they are placing the lives of other human beings in great 
danger, since those who may be called on to return left the country for good reasons 
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in the public interest and are in most cases dangerous terrorists or at least par 
tisans of political violence and the search for armed solutions for Chile or those 
volving force, The exceptions to this rule are rarer than those organizations 
that criticize the practice of banishment or exile generally suppose, 


The fact that terrorists captured or killed are almost invariably old hands at this 
kind of work shows that this is a large but fragile group of militants, since it 
involves the same elements trained under the egis of the ideology of violence of 
the extreme Left, They have no replacement generations and, to the extent that 
they may be neutralized or that their return may be blocked, public safety will 
gradually be secured until this true cancer our society has inherited from its 
Marxist experiment disappears, 
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OUNTRY SECTION CHILE 


BRIEFS 


JUAKE HITS CENTRAL REGION--A strong and prolonged earthquake shook the area between 
quimbo and Valdivia at 12:30 AM today, causing panic among the populace. In San- 
iago there was minor damage such as fallen cornices or collapsed interior walis 
f old buildings. There were several slight injuries in Valparaiso and Los Andes. 
ippears that the epicenter of the quake was the marine depression opposite La 
igua, 30 miles from the coast. The temblor ranked a 7 on the seismic scale in 
Valparaiso. There was minor damage and great panic among residents, who filled 
he streets. On 15 October, also shortly after midnight, a similar quake struck 
the same part of the country. It was reported that there was a prolonged power 


iilure in Los Andes. Some blackouts were reported in small sections of Santiago, 
but they were taken care of in a matter of minutes. The most terrified residents 
{ Santiago were, as is to be expected, those living in tall buildings. Scantily 
lad people were seen running into the streets in terror, while their shouts and 


cries mingled with the noise of breaking glass. The Office of Emergency, in an 
official report submitted early this morning, listed the seismic intensities of 


the quake as follows: Coquimbo, 5 to 6; La Serena, 5; Valparaiso, 7; Llayllay, 
50 ¢t ’; Los Andes, 4; Santiago, 6; San Antonio, 6 to 7; Rancagua, 5 to 6; Curico, 
+ ft 1s Talea, 4&4 to 5; San Fernando, 5 to 6; Constitucion, 4 to 5; Concepcion, 


2. | Text Santiago EL MERCURIO in Spanish 7 Nov 81 p Al] 8926 
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COUNTRY SECTION CUBA 


COMMUNIQUE ISSUED AT END OF CTC USSR VISIT 
Havana TRABAJADORES in Spanish 17 Oct 81 p 6 


[Text] At the invitation of the AUCCTU [All-Union Central Council of Trade Unions], 

a delegation from the Central Organization of Cuban Trade Unions (CTC) paid an official 
and friendly visit to the Soviet Union from 18 to 14 October 1981. The Cuban delega- 
tion was headed by Roberto Veiga, secretary general of the CTC and acting member 

of the Politburo of the Communist Party of Cuba. 


During the stay of the CTC delegation in the USSR, it held talks with an AUCCTU dele- 
gation headed by its chairman, Aleksey I. Shibayev. During the talks, which took 

place in an atmosphere of friendship and absolute mutual understanding, the two parties 
exchanged information on the work of the Soviet and Cuban trade unions in mobilizing 
the workers for the fulfillment of the resolutions of the 26th CPSU Congress and 

the Second Congress of the Communist Party of Cuba. The status and the prospects 

for subsequent development and deepening of the fraternal links and inultifaceted 
collaboration between the trade unions in the USSR and Cuba were studied. Current 
problems in the international trade union movement were discussed. The delegations 
stressed that the close collaboration between the communist parties of the Soviet 

Union and Cuba is of decisive importance for the continued strengthening of the friend- 
snip between the Soviet and Cuban peoples, based on the principles of Marxism-Leainism 
and socialist internationalism. This friendship is the most valuable heritage of 

the peoples of these two countries, who are linked by the unity of their socialist 
systems and their roles in the building of socialism and communism. 


The view was unanimous that relations between the workers and the trade unions of 
the Soviet Union and Cuba are strengthening and becoming deeper with every passing 
vear. Consistent with the Soviet-Cuban declaration, che consolidation of peace and 
international security are being pursued for the good of the peoples of both nations 

and in the interests otf the cohesion and power of the countries in the socialist 
ommunity. 


The two trade ynion organizations are determined to pursue the collaboration between 
he trade unions of the USSR and Cuba tirelessly, doing everything necessary to 
trengthen the indestructible Soviet-Cuban ‘riendship, as well as channeling their 


trorts toward the achievement of unity in che international trade union movement, 
on an anti-imperialist and class basis. 


fo this end, the AUCCTU and the CTC will deepen their cooperation on all levels, 
will hold consultations on current problems in the trade union activities in these 





countries and on various aspects of the international trade union movement. They 

came out in favor of holding regular meetings with the participation of representa- 
tives of the trade union organizations in the two brotherly countries, of great im- 
portance to the development of bilateral and multilateral cooperation and to increasing 
the contribution of the trade unions to the implementation of the Complex Program 

for the Socialist Economic Integration of the Member Nations of the CEMA. 


The AUCCTU and the CTC stressed that they will continue to contribute in every possible 
way to increasing the prestige and the influence of the WFIU, which has consistently 
spoken from class positions with regard to the current problems of the modern world 

and serves as the center for the consolidation of all the progressive forces in the 
international trade union movement. The two union organizations will make every 

effort to contribute to the success of the 10th World Trade Union Congress to be 

held in the capital of the Republic of Cuba, the first socialist country in the Western 
Hemisphere, and which will draft the program of action for the class trade union 
movement for the 1980's. 


Both parties expressed their concern about the deterjoration in the international 
situation caused by the efforts of the most reactionary imperialist circles to halt 


the process of detente. 


rhe trade unions in the USSR and Cuba energetically condemned the NATO plans to place 
new medium-range American missiles in Western Europe, as well as the decision of 
the U.S. government to undertake full-scale production of neutron bombs. 


[The delegations voiced high praise for the peace-loving foreign policy of the Soviet 
Union, the Republic of Cuba and other nations in the socialist community, and expressed 
their absolute support of the Peace Program for the 1980's set forth by the 26th 

CPSU Congress, outlining a concrete path toward improving the situation in the world, 
limiting the armaments race, and consolidating trust, mutual understanding and co- 
operation among all nations. 


On behalf of the workers and trade unions in their countries, the twc organizations 
imnounced that they will continue to contribute to the strengthening of peace, the 
elimination of the threat of nuclear war, the consistent development of interaction 
with various detachments of the international trade union movement, on the basis 

of joint actions in defense of the socioeconomic interests of the workers and to 
unmask the propaganda campaign of slander being pursued in the West against the 
socialist nations in order to conceal the militaristic intentions of the imperialists. 


The Soviet and Cuban trade unions firmly condemned the provocative message sent by 

the Polish Solidarity Congress to the peoples of Eastern Europe, based on a distortion 
of the facts and the desire to disorient world public opinion. The AUCCTU and the 

CTC hope that the workers class and other healthy and progressive forces in Poland 

can defend the gains of socialism and rescue the country from its crisis. The two 
trade unions stated that they will continue to use every means to provide support 

to the workers class, the branch trade unions in Poland, and their coordination com- 
milSSi1on. 


[The two organizations voiced their satisfaction with the increasing role of the move- 
ment of nonaligned nations in the common struggle against imperialism, colonialism, 
neocolonialism and racism, against the imperialist policy of aggression and interference 
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in the domestic affairs of nation and for a solid peace and international security, 
} 


the consolidation ot national independence, and the establishment of economic relations 
with equal rights for all nations. 


The two parties emphasized that the Soviet and Cuban trade unions stand tirmly with 
the struggle of the workers class and all the workers in the capitalist untries 
for their economic and social rights, for expanded democratic freedoms, and tor the 
limiting of the power of the monopolies. 


They voiced their support of all of the revolutionary and progressive torces in Asia, 
Africa and Latin America which are. struggling for freedom, democracy and social proyress 
and against the imperialists and the reactionaries. 


The Soviet and Cuban trade unions demanded a halt to the imperialist policy of economic 
bleckade and interference in the domestic affairs of the Republic of Cuba, as pursued 
by the United States, and they demanded the elimination of the U.S. naval base estab- 
lished on Cuban territory against the will of the people 


rx 


[The workers and the trade unions of the USSR and the Republic of Cuba hailed the 
victory of the peoples of Nicaragua and Grenada, who have effected revolutionary 
transformations in their countries. They stand with the struggling people of El 
Salvador, the patriots in Chile, Guatemala, Uruguay, Paraguay and the other Latin 
American countries who are fighting courageously against fascist and reactionary 
regimes. 


The AUCCTU and the CTC stress the importance of developing cooperation among trade 
unions with different orientations in the Latin American region through conferences, 
seminars and talks on socioeconomic matters involving the trade unions. Both parties 
are determined to support the unity of action among the workers and trade unions 

on this continent in the struggle against the forces cf reaction and wera 

in defense of national sovereignty and for the strengthening of political and economic 
independence. To this end they will channel their efforts toward increasing the 

role and influence of the Latin American Workers Permanent Conference for Trade Union 
Unity. 


; . r vice -h a rITyy Y a ; , a } ‘ 5? } ; T T “4 
Both parties voiced their Support for tne struggie o tne peopies r Vietnam, Laos 
and Kampuchea in detense ot the territorial integrity of their countries against 
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the constant enapebien actions on the part of imperialists and hegemonic forces. 
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They condemned the expansionist ylicy of the leaders of the People s Republic of 
t i t 

China, allied, on tl “bas Sis of anti-Sovietism, with the most aggressive world reac- 


tionary circles. 


[The workers and the trade unions of the USSR and Cuba consistently support the Afghan 
people, who are defending e conquests of the April 1978 revolution, 

that the undeclared war being waged by the imperialists and t! 

the Democratic Republic Afghanistan cease immediate 

fhe AUCCTU and the CTC urge a just and general settlement 

ation, with the participation of the legitimate representati 

yf Palestine. Both parties condemned the stepped-up Israeli aggressio: painst 
Lebanon and other Arab nations, pursued with the direct support of the United States. 
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[The two trade union organizations reiterated their readiness to continue to support 
the self-sacrificing struggle of the people of Namibia and the aboriginal population 

f South Atrics against racism. They indicated their solidarity with the People's 
Republic of Angola and the People’s Republic of Mozambique, which reject the aggressive 
incursions by the Republic of South Africa. 


The AUCCTU delegation stressed the fact that the Cuban workers, headed by the Communist 
arty ot Cuba, have achieved major successes in the economic, social and cultural 


} , 7 _ ¢ . . sfalta Am 4 . 
building of a socialist society. 
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The Cuban delegation expressed its gratitude to the AUCCTU for the solidarity and 
fraternal aid provided to the CTC, and highly praised the tremendous achievements 

of the Soviet workers in the fulfillment of the resolutions of the 26th CPSU Congress 
ind the tasks of the llth Five-Year Plan. 


At the conclusion of the visit of the Cuban delegation, an agreement pertaining to 
1e subsequent development of cooperation between the trade unions in the USSR and 
ie Republic of Cuba was signed. 

During its stay in the Soviet Union, the CTC delegation visited industrial and agri- 
cultural centers, learned about the living and working conditions of the Soviet 
workers, office employees and kolkhoz peasants, held meetings with workers and met 
with a trade union aktiv. The representatives of the Cuban trade unions were given 
a cordial welcome everywhere. 

[he CTC delegation placed a floral offering at the tomb of V. I. Lenin and the Tomb 


r 


of the Unknown Soldier beside the Kremlin wall. 


The results of the visit and the signing of the agreement provided further convincing 
evidence of the fraternal nature of the relations which link the workers and the 
trade unions of the two countries. They provided a further joint contribution to 

the cause of subsequent strengthening of the indestructible friendship of the Soviet 
and Cuban peoples and the consolidation of the unity of the international trade union 
movement. 
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COUNTRY SECTION CUBA 


HART SAYS CUBA READY TO FACE UNITED STATES 


Paris LE MONDE in French 8-9 Nov 81 ppl, 3 

‘Report on interview with Armando Ha Cuban minister of culture, by Marcel Niedergang: 
"Havana Worried About American Intentions in Central America;" in Paris; date of 
interview not given] 


[Text] Military representatives from 20 Latin American countries met behind closed 
doors in Washington on 3-5 November. U.S. Defense Secretary Caspar Weinberger 
attended this meeting. It appears that the main item on the agenda was the 
deteriorating situation in El Salvador. The United States reportedly denounced, 
once again, what they consider to be Cuban and Nicaraguan "illegal intervention" in 
that country. 


There is now intense uneasiness within governmental circles in Havana and Managua 

where there is persistent mention of possible U.S. military steps designed to "punish" 
the two countries for their support of the Salvadoran insurgents. In Paris for a short 
stay, Armando Hart, Cuban minister of culture and one of Fidel Castro's closest aides, 

told LE MONDE that his country was preparing "to resist American armed intervention." 


"What would you do in our position? We are being bombarded with threats. We read in 
the American press that U.S. leaders are coolly preparing to intervene militarily in 
Cuba and Central America. They boldly and openly admit this. We cannot remain 
insensitive and inactive. Any self-respecting nation must take concrete measures. 

That is what we are doing. No more. No less. We are preparing to resist American 
armed intervention. The Bay of Pigs failed once. There will be no second Bay of Pigs.* 
Furthermore, we have to alert world and American opinion because such intervention 
concerns the whole world. The fact is that a conflict in such a sensitive region 

as the Caribbean would inevitably escalate into general war." 


~~ 


Armando Hart, Cuban minister of culture, has been in Paris since Friday 6 November to 
»pen the "Cuban Books in France" fair to be held at the Cercte de la Librairie, 
117 Boulevard Saint-Germain, Paris 6, from 10 to 17 November. 





Th Rar ; > . VDiarta (13 ~ trac } of = he - 3 1Q47 4+ )? 

[he Bay of Pigs, or Playa Giron, was the site of the Apri! 1961 attempt: 
, . 1 ; . % . wae 4 fae , ad a ast . . eaeet a 
invasion by some 1,000 anti-Castro exiles, who were assis 


by U.S. naval and air units. 
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Hart is a member of the Cuban Communist Party's central committee and was one of 
Fidel Castro's first followers. While in Paris, he is scheduled to meet with 
Lionel Jospin and Jack Lang, as well as other French leaders. Hart arrived here 
directly from Havana where the emphasis is on mobilizing the people. 

The minister said he was "very concerned." He believes that the "Santa Fe document" 
prepared in May 1980 by several Reagan advisers to define a new U.S. policy in 

Latin America, is now being implemented. This document stated that a "war of 
liberation would have to be launched against Cuba if propaganda were to prove 
insufficient." 


Hart added that "the propaganda phase was already well underway. The United States 

is planning to begin anti-Cuban broadcasts next January from a new transmitter, 
designated 'Radio Marti,’ with an initial budget of $10 million. Choosing Marti's 

name was a gross mistake. The Cuban Jose Marti was an oppcnent of American imperialism. 
Making such a choice for propaganda purposes shows complete. misappreciation of the 
psychology of peoples." 


Hart believes, however, that Havana should easily be able to jam two-thirds of that 
transmitter's broadcasts. 


He thinks the Americans are looking for a "pretext" for their intervention. "They 
believe they have found one by asserting that some 500 cubans are fighting along 
with the Salvadoran guerrillas, after having ertered El Salvador via Nicaragua. 
This is totally false. We have formally asked the U.S. Government to furnish proof 
of this allegativ.1. We have received no reply. This is a sign that the Americans 
are preparing som. thing. We are convinced of it." 


Paradoxically, the present deterioration of relations between Havana and Washington 
has still not nullified the "small steps" taken during the Carter administration to 
achieve real normaliz~tion of relations. The U.S. Navy and Cuban Navy continue to 
cooperate in the Straits of Florida. The hijacking agreement is still in effect. 
The American diplomat charged with maintaining contact with Cuban leaders still has 
his office in Havana, "even though," the minister explained, "he has been absent 
from it for a very long time." Hart said that although anti-Castro commandos had 
not resumed operations, "such operations are now being encouraged." The only sign 
of the chill in relations is the sharp drop in the flow of American tourists into 
Cuba. 


We asked the minister what he thought of Havana's recent accusations of "fascist" 
leveled at U.S. Government leaders. He replied that these charges should be viewed 
“within tie context of the worsening crisis, and by realizing that the intentions 
and concrete actions of the Reagan administration are inadmissible." He said he was 
convinced that another Vietnam-type action by the United States would trigger new 
public protests within the United States itself. In any case, he is counting greatly 
on American public opinion and action by North American intellectuals opposed to any 
kind of intervention. "Everything must be done,” he added, "to spare mankind a 
nuclear holocaust." But, we asked him, did he not fear that the Soviet Union would 
eventually abandon Cua? A global deal between Washington and Moscow whereby Cuba 
would be exchanged for Afghanistan? 


Our question left Hart aghast, and he exploded: "I have never even imagined such a 
possibility. The idea is inconceivable. In my opinion, it is utterly out of the 
question.” 
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COUNTRY SECTION CUBA 


FRENCH EXPRESS CONCERN OVER FATE OF VALLADARES 
Estier Meets Fidel 

Paris LE FIGARO in French 28 Sep 81 p 2 

[Article by Pierre Emmanuel ] 


[Text] Frenchmen were interested to learn that Fidel Castro had been invited to 
lunch with Claude Estier at the French Embassy. Their conversation must have turned 
on human rights in various Latin American countries where those rights are known to 
be in a very bad way. Since one must always clean his own house, Castro must have 
admitted that these rights were at their lowest ebb in his own country. And Claude 
Estier undoubtedly inquired about the health of a few persons undergoing treatment 
in Cuba's prisons. 


Fidel Castro had made a very brilliant debut in his role as Libertador from Batista's 
evil regime. Some 2 years of guerrilla warfare in the Sierra Maestra mountains had 
made him a legendary leader whose torrential eloquence had not reached the diluvial 
proportions it was to assume later. This giant measured up to the problems of the 
Latin American subcontinent. His call for agrarian revolution resounded from Panama 
to Tierra del Fuego. It shook the big financial interests who had close ties with 
American power and the dictatorships it supported. The 1960 crisis with the United 
States and the failure of the Bay of Pigs invasion radicalized his regime and turned 
Fidel Castro into a Marxist-Leninist who was unaware of being such. 


Castro's Transformation 
What followed is well-known: Cuban-style Soviet totalitarianism, aligument with 


Moscow, militarization to the point of absurdity, exportation of praetorians to 
African countries where "socialism" is on the march under the spreading shadow of 


the USSR, and also the cult of personality on a scale rivaled only by the one which 
had centered on Stalin. his charismatic quality dazzled the intelligentsia wh 
made Castro the hero of its congenital utopian dream of a socialist messianism that, 
through the crimes which blazed its trail, would lead mankind to the golden age. 
‘astro the idol enabled these intellectuals to absolve themselves from their ido] 

of Stalin, and also to project their dreams outside Europe which was definitely t 
traumatized by the varied experiences of Kremlin-style internationalism. Even thoug 


a good number of intellectuals have recovered from this ecstasy and are now among 
the first to denounce oppressive socialist regimes, they still distinguish between 
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tyrants of the left and dictators of the right, and consider it sacrilegious to 
mention Castro and Pinochet in the same breath. 


But Claude Estier is not a leftist intellectual. He is a top-level socialist militant 
and does not have our naive views. He knows what to believe about the Cuban regime 
and could usefully inform French public opinion about the political reasons for 
depicting Castro as a defender of human rights. 


A few months ago, under the former government, a delegation consisting of Yves Montand, 
Professor Cartan, Father Toulat, Attorney Jacoby, Marek Halter, Pierre Golendorf, and 
myself tried to meet with the Cuban ambassador to France, for the purpose of asking 
him to free the poet Armando Valladares who was about to begin his 2lst year in prison. 
The ambassador referred us to an attache of sorts who tried to convince us that 
Valladares was not only not a poet but a fascist and an American agent. These two 
barefaced lies were repeated in a leftist Madrid newspaper a few days after our visit 
to the embassy. If Claude Estier and a few others really want to know who 

Valladares is and what Cuba's prison system is like, I advise them to read the poet's 
book "Castro's Prisoner" (published in France by Grasset) which has a lengthy preface 
by Leonid Plioutch. The next time Estier meets Castro, this book will give them 
something to talk about. 


The PEN [International Association of Poets, Playwrights, Editors, Essayists, and 
Novelists] met recently in France. It reminded us of this poet who has been buried 
alive. Indeed, Valladares, imprisoned since December 1960, became disabled in 1974 
as a result of the decision to stop feeding those political prisoners who refused 

to submit to the "rehabilitation plan." He has been in solitary confinement since 
1976 for having clandestinely released poems that constitute indictments against his 
torturers as well as hymns of hope and joy. How can anyone create such avenging 
beauty with so much blood and suffering? Simply, as in "Boniato Prison: Account of 
a Massacre," by relating, with all the exactness of poetic language, the martyrdom 
of Esteban Ramos Kessel, Roberto Martin Perez, Liuva del Torro, and Pascio, or the 
moment of glory of Lieutenant Perez de la Rosa emptying a clip of ammunition from a 
Soviet rifle into the body of Gerardo, “a Bible preacher" who "always had a bit of 
heaven in his hands." 


Death to the Absolute 


[If so few people read poetry today, why then are poets so frequently being thrown 
into prison? What does this language, which people can no longer speak and no 
longer understand, say that makes tyrants unable to bear hearing it? When spoken by 
Valladares, it says that nothing can silence man. Through the osmotic force of its 
melody, it conveys that feeling of invincibility which prepares man for the greatest 
of sacrifices. There is some of the absolute in man, and he who finds it in himself 
is eternal, even though he may 22 physically destroyed. This is something no 
totalitarianism can tolerate. Their watchword to all is "Death to the absolute!" 

As the poet's wife wrote: "Valladares, that man who can love as a child, and at the 
same time suffer with the stoicism of a titan," is much more important than Fidel, 
"a major historical figure," because he, Valladares, is a saint of our times, a 
witness of the absolute. Regis Debray, you who were such yourself, do you not have 
just cause for reminding Castro of this fact? And also that France--even for Cuban 
outcasts--is the fraternal land par excellence, as the minister of culture recently 
assured the PEN delegates? 





Wife Calls for Action 
Paris LE MATIN in French 19 Nov 81 p 10 
[Article by Jacqueline de Linares] 


{Text] The PCF [French Communist Party] is currently conducting a major campaign in 
favor of Cuba, the "island of liberty," according to L'HUMANITE. At the same time, 
Martha Valladares, wife of Armando Valladares, the Cuban poet imprisoned for the past 
21 years, is traveling throughout Europe in an effort to interest international public 
opinion in her husband's case. 


"For several months now, I have been living on a concrete slab 2.5 feet wide and 6 feet 
long. The remaining space is filled by a chair and a wooden drawer with a hole in 
it....My body has sores caused by the hardness of the slab." The man who wrote these 
words has been in a Cuban prison for 21 years. He is Armando Valladares, the 44~year 
Old poet who managed to get this letter, written on 28 June this year, to his wife 
Martha. 


The latter, who lives in Miami, is currently visiting European capitals to have people 
read his writings smuggled out of prison, and also to interest world opinion in her 
husband's plight. Her voice is firm, her language restrained. She wears a small 
cross-shaped pendant round her neck. Martha Valladares, 34, tirelessly relates her 
husband's story: "He was arrested on 27 December 1960, charged with unlawful 
possession of firearms and explosives, even though none were found in his possession. 
Some 2 weeks later, he and a few others were sentenced to 30 years in prison for 
‘offenses committed against state authorities.' My husband was a student at the time 
and made no secret of his opposition to the turn the revolution was taking." 

According to Cuban authorities, Valladares was "an agent of Batista." 


In late 1958, Armando Valladares was a draftsman in the Cuban police department. 
His wife claims that at no time did the Castro regime ever question him about his 
activities in that department. 


Martha Valladares became acquainted with her husband when visiting her father, himself 
a political prisoner who has since been released. She has seen him three times. 

Since his arrest, Valladares has experienced imprisonment, hard labor, and complete 
isolation. He refused the "rehabilitation" program offered by the Cuban authorities. 
He refused to make his autocriticism. He has been partially paralyzed since 1974 when 
he was deprived of food for more than a month. For the past 2 years, he has not been 
allowed to receive visitors or mail. He has been able to smuggle poems out of prison, 
and also aquarelles in which he has depicted himself, in his paralytic's chair, 
gathering an armful of flowers. 


Acting as if a simple political prisoner was less important than a political prisoner 
who is also a writer, the Cuban authorities have steadily refused to recognize 
Armando Valladares as a poet. Martha Valladares, however, states that her husband's 
writings are exceptionally embarrassing for Cuban authorities because they have made 
him known abroad. He has become a symbol. He is proof that there are still political 
prisoners in Cuban prisons, even though 3,600 of them were released in 1978 and 1979, 
and even though it is difficult to determine how many of the latter were actually 
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political prisoners, because the distinction between them and common-law prisoners 
is quite fuzzy. For example, prior to the great exodus from the port of Mariel in 
L980, common-law violators had received prison sentences for having tried to leave 
the island on makeshift craft. 


Among the known actions being takea in behalf of Cubans in prison or prevented from 
leaving the island, Claude Estier, deputy chairman of the National Assembly's 
Yoreign Affairs Committee and a close friend of Francois Mitterrand, approached 
Cuban officials in behalf of a few individual cases during his visit to Cuba in 
September. 
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